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Aslan security 

Wake-up call 
from Japan 

Pago 7 



Reign from Spain 

Mondragon’s foreign 
investment drive 

Pag* 25 



Quantum leap 

Replacing classical 
computing 

Technology, Page 13 
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Airports group 
warns over new 
London terminal 

UK airports group BAA warned thw government 
that the south-east erf England would be unable 
to cope with an expected doubling of air passen- 
gers over the next 20 years unless Heathrow 
was allowed to build a fifth terminal C foie f exec* 
utive Sir John Egan said? ‘Terminal Five will 
not, as some people believe, increase the landing 
capacity of Heathrow. What It will do Is enable 
us to realise the existing runway capacity.” He 
was speaking after the group unveiled foil-year 
pre-tax profit after exceptional items of £4Q7m 
for the year to March 31, down 2 JB per cent on 
the previous year. The results were In line with 
expectations and the shares rose 2Vip to 540p. 
Page 21; Lex, Page 27 

Pamwtot boys Ault: Parmalat, the Tt«u*n 
dairy products group, stepped up its North 
American expansion strategy with an 
C$415m (USS30Qm) bid fbr Ault Foods, the Cana- 
dian food processing company. The Italian 
group acquired Beatrice Foods of Harmria for 
$29Qm two months ago. Page 21 

BankAmeafca acquisitions BankAmerica 
announced the $54Gm purchase of privately held 
San Francisco-based investment frank- Robertson 
Stephens and the sale of its consumer finance 
subsidiary, signalling a shift from retail towards 
institutional business. Page 21 

Separatist Boss! ordered to stand trial 

An Italian judge 
ordered Northern 
League leader Umberto 
Bosst left, to stand 
trial fbr urging support- 
ers to “identify and 
pursue" far-right vot- 
ers. Judge Mariarosa 
Persico ruled that Bossi 
should fece charges of 
“incitement to violence, 
aggravated threats and 
defamation”. 

BIS cautions on liberalisation: The trend 
towards liberalised financial markets is becom- 
ing a threat to the stability of global payment 
systems, warned the Bank for International 
Settlements - the umbrella organisation of the 
world’s central banks. Page 20; Editorial 
Comment, Page 19; Interest changes. Page 4 

Taiwan futures: Taiwan should be ready to 
launch its first financial fixtures contract, based 
on the Taiex stock Index, by the end of this year 
or early In 1996 according to Gloria Tseng, a 
legal adviser to the country’s embryonic Taiwan 
International Mercantile Exchange. Page 21 

Music piracy: Record companies will this 
month adopt a system that identifies when 
pirates have hijacked their music. The system 
uses “embedded signalling” technology. Page 
20; Sony and Philips push ahead with advanced 
CD, Page 6 

Modified maize: The European Commission 
is poised to reaffirm approval for imports of 
genetically modified maize, overriding import 
bans by member states and objections by the 
European parliament. Page 6 

TutU— tussle: Vietnam and the European 
Union are set for a tussle over textile quotas, 
with Hanoi determined to win greater market 
access and Brussels under pressure to stem a 
tide of Vietnamese imports. Page 6 

Europe-wide truck protest: French truck 
drivers set up dozens of frontier barricades, 
spearheading a European day of action for bet- 
ter pay and additions that disrupted traffic 
from Germany to Portugal. Page 2 

Pressure on th* koruna: Slovakia is under 
pressure to depreciate the koruna despite the 
insistence of prime minister Vladimir Mefiiar, 
that a devaluation was not imminent Page 2 

AM— purchase: Swedish engineering group 
Atlas Copco is buying Prime Service, the 
second-largest rental equipment company in the 
US, for $900m. Page 21; Lex; Page 20 

Farmer* overpaid: The European Union has 
overcompensated cereal farmers by Ecu &5bn 
l$95bn) in the past four years for falls in prices 
which never happened. Page 2 
Doubt over Algerian polk A critical report 
on the Algerian elections confronts the west 
with the realities of the country’s political 
crisis. Page 4 


FT.com: the FT web site provides online news, 
comment and analysis at http://wwwJT.com 
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Paris seeks Emu pa 



EU partners stunned by 
request for more time to 
consider budgetary rules 


By Lionel Barber 
In Luxembourg 

France yesterday stunned its 
European Union partners with 
a request for more time to con- 
sider the stability pact for 
enforcing budgetary rigour in 
the planned single currency 
zone. 

The move risks reopening 
divisions with Germany an the 
terms of European economic 
and monetary union, while 
complicating efforts to reach 
agreement on a new EU treaty 
at next week's summit in 
Amsterdam, to prepare the EU 
for pnlargpmpnt 

The German-inspired stabil- 
ity pact would impose sanc- 
tions an countries whose bud- 
get deficit exceeds the 3 per 
cent of gross domestic product 
target set out in the Maas- 
tricht Treaty far countries to 
enter Emu. The pact would 
also inrinrfp a political com- 
mitment to balanced budgets. 
It was agreed in principle in 
Dublin six months ago and 
was to be introduced alongside 
Emu an January 1, 1999. The 
legal text of the pact had been 
dne for final approval In 
Amsterdam next week. 

Mr Dominique Strauss-Kahn, 
French finance and industry 
minister, told EU colleagues in 
Luxembourg that the new 
left-wing coalition gnpgmmpnt 


in Paris needed more time to 
study the pact He said France 
wanted a “new equilibrium”, 
balancing a commitment to 
employment and growth with 
budget and monetary disci- 
pline among countries in the 
euro zone. 

T am not saying I want to 
renegotiate the pact, but I am 
not saying I can accept it fin 
its present form!” be said. 

The French move coincides 
with severe strains in the 
Bonn coalition over belt-tight- 
ening to meet the public deficit 
target 

Ministers and diplomats in 
Luxembourg said whether the 
confhsion caused by the 
French request would develop 
into a broader crisis would 
depend on the nature of the 
French demands and the reac- 
tion of the fin«Tirnat markets. 

Mr Theo Waigel, German 
finanup minister, «»id it was 
understandable that the new 
French government needed 
more time because it still had 
to present its programme to 
the National -Assembly on 
June 19. 

The Dutch government, 

Continued on Page 20 
Unstable area. Page 2; Night- 
mare scenario. Page 8; A two- 
speed carriage. Page 18; 
Observer, Page 19; Currencies, 
Page 29; World stocks. Page 40 



French finance and Industry minister Dominique Strauss-Ealm in Luxembourg yesterday 


Microsoft takes $lbn stake in cable 


By Louise Kehoe 
In San Randsco 

Microsoft, fixe world’s biggest 
software company, is to invest 
Slbn in Comcast, a leading US 
cable television company, in 
an attempt to accelerate 
the use of broadband commu- 
nications networks that can 
carry internet and other 
Interactive multimedia ser- 
vices as well as conventional 
television. 

The Microsoft investment, 
announced yesterday, will give 
fixe software company a stake 
of almost 15 per cent in Com- 
cast, which a am subscrib- 

ers in the US. 

'Our vision for connecting 
the world of PCS and TVs has 
long included advanced broad- 


Software giant aims to link TV. with PCs 


band capabilities to deliver 
video, data and interac tiv ity to 
the home," said Mr Bill Gates, 
Microsoft chairman and chief 
executive. This investment 
would help the expansion of 
such services, he said. 

Mr Gates believes broadband 
networks are essential to the 
convergence of personal com- 
puting, television and the 
internet, but he has been frus- 
trated by the slow pace of their 
deploy ment . 

Tm a big believer that the 
demand for bandwidth is 
deeply underestimated and 
that the companies who do 
come out with these higher 
bandwidth options ... will see 


phenomenal demand,” Mr 
Gates said recently. “Microsoft 
is very dependent” on the 
expansion of high-speed net- 
works to fulfil its potential, he 
said. 

However, cable TV compa- 
nies and telecommunications 
operators have been cautious 
because it is not clear which 
types of interactive services 
appeal to consumers. 

“We are putting down $lbn 
to accelerate the deployment 
of broadband networks,” said 
Mr Greg Maffei, vice-president 
of corporate development at 
Microsoft, who will become an 
“observer” an Comcast’s board 
of directors. The Microsoft 


investment would "galvanise 
others in the cable Industry” 
to upgrade their networks, he 
predicted. 

The Microsoft investment 
was the result of discussions 
between cable operators and 
Microsoft executives about six 
weeks ago, said Mr Brian 
Roberts, Comcast president 

Microsoft’s enthusiasm for 
broadband networks is based 
on Its ambition to become a 
leading supplier of software for 
interactive multimedia ser- 
vices. “Our goal is to provide 


the software -fixat enhances TV 
and PC e^xeriences,"’said Mr 
MaffeL 

The Microsoft investment 
also reflects the company’s 
growing involvement in the 
creation of “content" far the 
internet and TV. 

Microsoft's joint venture 
with General Electric’s NBC 
television unit, MSNBC, dis- 
tributes news over cable TV 
and the internet and Microsoft 
also recently signed a 9425m 
deal to buy WebTV Networks, 

Continued on Page 20 
TCI in $ibn deal, Page 24 
Lex, Page 20 


Feuding 
German 
coalition 
vows to 
stay intact 

By Peter Norman fn Bonn 

Chancellor Helmut Kohl’s 
Christian Democratic Union 
and the Free Democrat party, 
its junior coalition partner, 
vowed yesterday to stick 
together despite policy dis- 
putes that have contributed to 
the worst internal crisis in the 
government’s 14-year history. 

As leaders of the CDU and 
FDP met separately In Beam to 
their difficulties, there 
was little sign that the two 
sides were narrowing their 
differences. 

Reflecting CDU irritation 
with fixe smaller party’s per- 
sistent refusal to contemplate 
tax increases to resolve Ger- 
many’s budget problems, Mr 
Peter Hintze, the CDU general 
secretary, called on the FDP to 
stop “repeating its one-sided, 
views in a ritual manner” and 
adopt “fixe principle of flexible 
response” in financial policy. 

But less than an hour later 
Mr Guido Westerwelle, the 
FDP general secretary, again 
insisted his party would 
refuse all tax increases on the 
grounds that they Would dam- 
age the economy and reduce 
the chalices of cutting unem- 
ployment from its current sea- 
sonally adjusted record of 
4716m. 

Although the two general 
secretaries agreed that there 
was no alternative to fixe pres- 
ent coalition, both admitted 
strains. Mr Hintze side- 
stepped questions over 
whether Mr Kohl frafl threat- 
ened to resign last week with 
assurances that he was tack- 
ling present problems “with 
his full energy” and would 
lead the coalition into the 
next election. The CDU gen- 
eral secretary described rela- 
tions in the coalition as 
“stressful but purposeful”, 
while Mr Westerwelle said 
this would be “no easy week”. 

The coalition has given 
itself until the cabinet meet- 
ing on July 10 to draft a bud- 
get for 1998 that holds new 
borrowing below next year’s 
planned federal investments 


Continued on Page 20 
A two-speed carriage. Page 18 
Observer, Page 19 


S Korean motor industry 
attacks Samsung proposal 


By John Burton in Seoul 

The South Korean motor 
industry association has critic- 
ised a proposal by industrial 
conglomerate Samsung that 
the South Korean government 
encourage consolidation in the 
car industr y. 

Samsung, which is sched- 
uled to begin car production 
next year, had suggested that 
the authorities introduce tax 
incentives to encourage 
mergers in an overcrowded 
industry facing weak domestic 
sales. 

In a sharply worded state- 
ment, the Korea Automobile 
Manufacturing Association 
called Samsung an “upstart” 
which threatened to disrupt 
the industry. It added that any 
restructuring should be left to 
market forces. 

Other manufacturers fear 
Samsung could be seeking gov- 
ernment support for hostile 
takeover bids against either 
Kia or Ssangyong, South 
Korea’s third and fourth-big- 
gest carmakers. 

With difficult trading condi- 
tions in fixe industry, a num- 
ber of Korean car companies 
already face financial s tr ain s 
which are likely to increase in 


Car producers 
protest at call 
for tax move to 
boost mergers 

1399 following the removal of a 
ban on the Import of Japanese 
cars. 

Many analysts believe that 
Korea can support only two or 
three carmakers, with Hyun- 
dai and Daewoo, the two big- 
gest, thought most likely to 
survive any shake-up. 

gu nma i ng had already mn< ^ 
an unsuccessful effort to take 
over Kia in 1994, and earlier 
this year the company had 
talks with Ssangyong Motor 
over a possible merger. 

Samsung recently identified 
Kia. the nation’s thirfi-biggest 
carmaker, as vulnerable to a 
renewed takeover bid, claim- 
ing the company’s finances 
were weak and that it had 
reached its sales peak. 

Ssangyong is also considered 
susceptible to takeover 
because it is heavily indebted 
and has suffered five years of 
lasses. 

However, both Kia and Ssan- 
gyang are threatening to sue 


CONTENTS 


Samsung for libel over its con- 
tention that these two compa- 
nies should be tfra main tar- 
gets for a restructuring- of the 
industry. Kia said Samsung 
was spreading malicious 
rumours which woe damaging 
its sales and reputation. 

Kia also questioned the 
future of Samsung Motors. It 
argued that Samsung had 
problems securing components 
and said it may also be 
anmuntwing financial difficul- 
ties. 

It added that Samsung des- 
perately needed to acquire 
another carmaker because “it 
has run into problems secur- 
ing technology and dealers” 
for its $5bn move into carmak- 
ing. 

Analysts say that to be com- 
petitive Samsung needs to 
expand its productive capacity 
and achieve economies of scale 
similar to those of Hyundai 
and Daewoo. 

Samsung Electronics is the 
main financial supporter of the 
move into car manufacturing, 
but its earnings have dropped 
sharply because of the ton in 
the price of computer memory 
chips. 


Tigers in fawfcc, Page 19 
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NEWS: EUROPE 


Stability pact proves an unstable area 

The French call for delay bodes ill for next week’s EU summit, writes Lionel Barber 


n; 


at for the first time, the 
franco-Genmn debate over 

how best to proceed with 

e conomic and. monetary union has 
exposed a gulf between the politi- 
cal cultures aE two countries. 

At issue is the German-inspired 
budget stability pact, whose pur- 
pose is to guarantee strict fiscal 
discipline In the fixture euro zone. 
Six months ago, at a European 
Union summit in Dublin, the 
French and Germans reached a 
hard-fought compromise over the 
terms of the pact 
Now France's new leftwing gov- 
ernment bag called for more time 
to consider whether to approve the 
final tpxt of the Dublin accord. 

Although EU finance ministers 
expressed sympathy yesterday for 
the request, the timing could 
hardly be more awkward. 

Germany's centre-right coalition 
government, which is straggling to 
meet the Maastricht deficit targets 
tor Emu, finds itself with little 
marg in for man oeuvre. Hie Chris- 


tian Social Union coalition part- 
ners in Bavaria are calling tor a 
delay in Emu rather than a dilu- 
tion of the entry criteria. 

In six days’ time, in Amsterdam, 
EU leaders hope to wrap up an 
agreement reforming the Union's 
Institutions and decision-making 
procedures ahead of enlargement 

into central and eastern Europe. 
The French moves increase the 
risk tha t the Summit Bmn will 
became pntungiwi 

France’s behaviour can be 
explained partly by the dynamics 
of last month’s parliamentary elec- 
tion campaign, and partly by the 
ever present ambiguity of the 
French towards a monetary union 
forged largely on German terms. 

Mr Lionel Jospin, the Socialist 
leader, won an upset victory by 
promising jobs, growth and relief 
from Maastricht-style deflation, 
which the previous coalition 
insisted was vital for the timely 
launch of Emu on January 1, 1999. 

“Jospin is a Protestant,'’ said an 


EU diplomat. “He will not abandon 
his promises lightly." 

Even though the French have 
avoided calling the Emu timetable 
into doubt, they want less empha- 
sis on the German model of an 
independent central bank and 
more on elected politicians guiding 
macroeconomic policy in the euro 
zone. Socialists and Gaullists think 
alike on this point. Hence, their 
respective calls fa- an “eco no mic 
government" and a “stability coun- 
cil 0 . each of which is code for a 
ministerial co u n te r w eight in Brus- 
sels to the future Frankfurt-based 
central bank, portrayed by the Ger- 
mans as toe guarantor of a safe, 
euro. 

For the Socialists, an economic 
government means explicit recog- 
nition of toe primacy erf growth 
and employment in policymaking. 
They hope to breathe fresh life into 
Articles 102a and 103 of the Maas- 
tricht treaty, which require mem- 
ber states to regard .their policies 
“as matters of common concern". 


Despite fears that France’s 
demands cannot be met without 
unpicking toe e n ti re stability pact, 
one senior German diplomat 

tost 


toe new French government would 
came round to German-style mac- 
roeconomic discipline. 

“[President Francois] Mitterrand 
took two years, and Chirac and 
Japp* took six months," he said. 
“Maybe Jospin will take two 
months." 

Mr Fhifippe Maystadt, Belgium’s 
frnftTM-g minister, believes a deal Is 
possible, provided all parties are 
ready to imagination W 

goodwill In toe application of 
Article 103. 

He stressed that member states 
wo-e moving towards greater eco- 
nomic policy coordination as they 
approached Emu deadline. This 
applied not orifcr to budgetary dtad- 
pltoe but also to areas such as tax- 
ation. where the incoming Luxem- 
bourg presidency is preparing a 
new i nitiativ e. 


Finally, toe British government 
- which to date has played the 
most minor of parts in the Emu 
drama - could carve out a useful 
role in bridging toe gap between 
Born and Paris. 

Mr Gordon Brown. UK chancel- 
lor. yesterday submitted a paper to 
other finance ministers which calls 
for a reinvigorated EU-wide jobs 
policy based on flexible labour 
markets. Without such flexibility, 
he warned. Emu would not work. 

Mr Brown also argued that fiscal 
discipline could be reconciled with 
an active labour mark e t. This is 
one leap in left-wing doctrine which 
the mere diehard French Socialists 
have yet to make. 

Yet even in tins narrow respect, 
the Labour initiative carries risks. 
Far the more successful the British 
are -in making Emu viable, the 
more pressure they will face to 
come trff the fence when toe choice 
of Emu members is made - in 
spring 1996, whoa they hold the 
rotating EU presidency. 


Brussels urges action 
to avert pensions crisis 


By Emma Tucker in Brussels 

The European Commission 
will today urge member 
states to confront toe loom- 
ing crisis in EU pensions 
provision - by liberalising 
their pensions Industries and 
encouraging private supple- 
mentary schemes. In a long 
awaited green paper, it sug- 
gests only radical action will 
ensure future pensioners 
enjoy similar retirement 

in rum PC to those of today. 

The robust message is 
likely to receive a cool recep- 
tion from countries such as 
France and Germany, which 
still impose tight restrictions 
on pensions inu Hshitfnt g- 

These countries, worried 
about a political backlash at 
home. Were instrumenta l in 

shooting down previous 
Commissi cm proposals to lib- 
eralise pensions. Only 
Britain, Ireland and the 
Netherlands have fuDy liber- 
alised their industries. 

Nonetheless, there is a 
growing realisation in mem- 
ber states that alternative 
financing needs to he found 
to maintain retirement 
income levels as toe number 


of elderly grows in the EU. 
The paper forecasts that by 
2040 there will be only two 
people of working age to 
support each pensioner. 
Today there are four. 

“Member states are more 
aware of toe shortfalls on 
funding than they were 
before, so the Commission 
could now he pushing 
against a more open door," 
said Mr Geoffrey Furiongsr, 
head of the EU practice of 
W ilKam M Mercer, a pen- 
sions consultancy. 

The paper, drawn up by 
Mr Mario Monti, the stogie 
market commissioner, 
focuses on how to improve 
the return an pension invest- 
ments without compromis- 
ing their integrity. 

In an effort to persuade 
member states to back an 
EU-wide liberalisation initia- 
tive, Mr Monti points out 
that if toe real rate of return 
on a pension fond invest- 
ment is 4 per cent, it 
requires 10 per cent of salary 
to finance a pension amount- 
ing to 35 per cent of salary. 
If toe rate of return is 
increased by 2’ per cent the 
cost falls to just 5 per cent of 


salary. This also reduces toe 
burden on employers and 
has a positive effect on jobs. 

"The potential exists for 
many EU pensions funds to 
increase their current rate erf 
return by diversifying and 
increasing the share of equi- 
ties m their portfolio,'’ says 

the paper. 

At present, member states 
which impose restrictions on 
investments argue that they 
are the most prudent way to 
protect the fond. However, 
the curbs, which have pre- 
vented tiie development of a 
gtoglc market in supplemen- 
tary pensions, are criticised 
for being protectionist. “Gov- 
ernments rely on them to 
finance their public debt,” 
said one industry expert 

In Britain, Ireland and the 
Netherlands, there are no 
investment restrictions but a 
regulatory watchdog over- 
sees pension funds. 

The paper now goes out to 
consultation until the end of 
the year. The Commission 
will then judge whether to 
bring forward EU-wide pro- 
posals to faring about a sin- 
gle market in supplementary 
p ensions schemes. 



Truck protest disrupts traffic across Europe 


French truck drivers set up dozens of 
frontier barricades on Monday, spearhead- 
ing a European day of action for better pay 
and conditions that disrupted traffic from 
Germany to Portugal. 

French drivers, often co-operating with 
European neighbours, parked lorries across 
roads at toe Spanish, Italian, German, Bel- 
gian and Swiss borders. In many places only 
private cars were allowed to pass the block- 
ades, which caused huge tailbacks. 


Spanish truckers blocked three crossings 
with France and one with Portugal as part 
of tiie push to secure new European Union 
rules Hunting - working hours and standar- 
dising benefits such as side pay and earlier 
retirement. Drivers also set up dozens of 
barriers Inside France, hitting traffic 
around Paris and other large cities in the 
action called by the TnterwtKnnal Transport 
Federation. Many of the blockades were dis- 
mantled around midday. 


Cereal farmers 
given too much 
aid, says report 


By Neil Buckley in Brussels 

The European Union has 
over-compensated cereal 
fanners by Ecu&5bn ($9.6bn) 
in the past four years for 
tolls in prices which never 
happened, according to an 
in ternal European Commis- 
sion report. 

The figures - toe first time 
they have been calculated by 
Brussels for the entire EU - 
confirm cereal formers have 
received tor higher aid pay- 
ments than they should have 
because market prices did 
not toll as expected in recent 
years. 

Over-compensation is cal- 
culated at EcuSlOm in 
1993-94, Ecu2.01bn and 
Ecu3.93bn in the next two 
years, and Ecu2bn in 199647. 

The report provides fur- 
ther ammunition for Mr 
Franz Fischler, agriculture 
commissioner, who Is calling 
for a cut in arable aid to 
fund support for the beef 
sector. Beef sales and prices 
have slumped as a result of 
the “mad cow” crisis. 
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“We need money for toe 
beef aid, and too much 
money is being given to 
cereal formers,” said one 
Commission offic i al . 

The Brussels figures 
reckon the compensation at 
a tor lower level than the 
Ecul7bn estimated in an 
unpublished study by the 
UK Agriculture Ministry 
reported in the FT to April 

The Commission report 
says toe UK analysis con- 
tained errors in calculating 
form areas and yields, and 
included maize grown for 
silage - excluded by Brus- 
sels. The UK’s methodology 
also differed slightly. 

But officials suggest the 
overall message remains 
that cereal fanners have 
been “massively over-com- 
pensated” to toe tune of bil- 
lions of ecus. 

Mr Fischler is calling for a 
7 per cent cut in arable aid 
and payments far set-aside 
land. This would raise about 
EcuL4bn next year, more 
than covering the Kcul^bn 
targeted for beef. 

He feces severe opposition, 
however, both from the 
European Parliament, which 
debates the issue today, and 
from ministers, who meet to 
discuss the proposals in a 
fortnight. Only Britain and 
Sweden have voiced support. 

Opponents and the cereal 
lobby cite a guarantee given 
in 1992, when the common 
agricultural policy was 
reformed, that aid would not 
be reduced. The guarantee is 
disputed by the Commission. 

“The cereal lobby is very 
strong everywhere, and 
includes very big produc- 
ers,” said the official. 

Ministers predicted market 
prices would toll when they 
reformed the CAP, and 
agreed cuts of up to 30 per 
cent between 1998 and 1995 
In toe “intervention price” 
or price at which the EU 
buys surplus cereal stocks. 

EU market prices have not 
fallen in line with the cut in 
the intervention price, 
because of lower production 
than expected, and world 
cereal shortages caused by 
poor harvests and drought 


Milosevic grabs two lifebelts 
to help keep him self afloat 

Guy Duunore on the Serb leader’s manoeuvres to retain power 

T 


wo questions have 
dominated Belgrade’s 
independent media 
recently: how will President 
Slobodan Milosevic prolong 
his 10-year grip on power 
after Ids second and final 
term expires; and will Italy 
throw his bankrupt govern- 
ment a finawfgai lifeline? 

Both have now been 
answered - and once again 
Mr Milosevic and his ruling 
Socialists have shown they 
are still the dominant force 
in Serbia despite being weak- 
ened by a winter of mass 
anti-government p rotests. 

First , the Socialists 
revealed that Mr Milosevic, 
who is constitutionally 
barred from a third term, 
intends to transfer bis power 
base to the Yugoslav federal 
presidency. To give this cur- 
rently symbolic post a 
veneer of democratic legiti- 
macy the party proposes 
that the federal president be 
elected directly by Serbian 
and Montenegrin voters, 
rather than by the federal 
assembly as at present. 

The financing Issue was 
decided yesterday, when the 
government signed away 29 
per cent of state-owned Tele- 
com Serbia to Stet of Italy 
and 20 per cent to GTE of 
Greece, after months of tor- 
tuous negotiations. Analysts 
say the DM1.57bn ($900m) 
deal, the biggest sale to date 
of Serbian Btate assets, has 


come just in time for Mr Mil- 
osevic. The low price, they 
add, reflects the high risk 
attached to Serbia and the 
president’s pressing need to 
raise cash ahead of elections 
- not least to pay toe wage 
arrears of. angry ^potential 
voters. 

Health workers, teachers 
and some engineering work- 
ers are on strike - not for 
more money but for pay- 
ment of salaries owed to 
them. Pensioners have taken 
to the streets to demand 
three months of back pay- 
ments. Unemployment is 
running at about 50 per cent 
Gross domestic product per 
capita, at about $1,600, is 
barely half the 1989 leveL 

“They must find the 
finanrg to fill the black holes 
in the economy," said Mr 
Goran Pitic, head of research 
at Belgrade’s Economics 
Institute. With Serbia still 
blocked by the US and Euro- 
pean Union from entry to 
the International Monetary 
Fund, toe sale of state assets 
is about the only route left 
to Mr Milosevic to avert a 
summer of labour unrest. 

Mr Danko Djunic, federal 
vice-premier, insists the gov- 
ernment is committed to real 
economic reforms. A revised 
draft law on privatisation 
would be presented to MFs 
this month, he said, while 
legislation was being pre- 
pared on issuing government 


bonds to cover repayment of 
frozen foreign currency 
accounts. 

“We have overcome hard- 
line opposition to toe privati- 
sation law within the 
regime.” said Mr Djunic, a 
non-party economist 
recruited by Mr Milosevic in 
March to lead a group of 
reformist technocrats. 

Analysts doubt, however, 
that radical economic or 
political reforms will be 
implemented before this 
year’s elections. They 
believe Mr Milosevic has a 
good chance of winning the 
elections, thanks to his tight 
control of nationwide media 
and the disintegration of the 
inaptly named Zajedno 
(Together) opposition coali- 
tion because of personal 
rivalries. 


e: 


vents will gather pace 
when the term of the 
' current Yugoslav 
president, Mr Zoran Lflic, a 
Milosevic loyalist, ends on 
June 25. A senior Socialist 
said he expected the post to 
be filled by the assembly 
speaker until an election late 
this year at the same time as 
voting for the Serbian presi- 
dent and parliament. 

In the meantime. Mr Mil- 
osevic Is expected to con- 
tinue with his gradual trans- 
fer of powers from the 
Serbian to the Yugoslav 
presidency, possibly by 


changing the federal consti- 
tution if he can secure the 
support of his divided Social- 
ist allies in Montenegro. 

There he faces strong 
opposition from Mr Mflo Dju- 
kanovic, Montenegro's prime 
minis ter, who has emerged 
the victor in a political bat- 
tle with Mr Momir Bula- 
tovic, president of Montene- 
gro and a Milosevic ally 

“Montenegro has enough 
institutional power to oppose 
Milosevic’s absolutist rule,” 
Mr Djukanovic said last 
week, noting that Montene- 
gro, with a population less 
than a tenth that of Serbia 
risked losing its Influence in 
the federal assembly if toe 
Yugoslav president was 
directly elected by the 
people. 

The Montenegrin leader- 
ship is due to hold a crucial 
meeting tomorrow to discuss 
the Serbian pr o p os a ls. 

Whatever the immediate 
outcome, however, Mr Milos- 
evic is unlikely to be seri- 
ously challenged. “There is 
still no real alternative” said 
one senior western diplomat 

“Slobodan Milosevic has 
presided over 10 years of a 
disastrous decline in Serbia's 
fortunes through war and 
destruction of the economy. 
But according to the latest 
opinion polls he is still toe 
most popular politician In 
Serbia.” 

Serb telecom deal. Page 26 


EUROPEAN NEWS DIGEST 

French lobby 
loses case 

As association which defends French to 

encroachment of other languages yesterday plinwea tu 

appeal after losing a case against two retailers • 

university it accused of communicating to EnghsD. 

The Paris police tribunal struck down on a tcchn^»M> 
an attempt by the association to sue Body Shop, the 
cosmetics chain. Interdiscount, which 

and Georgia Tech Lorraine, an offshoot or tnt 
UShased Georgia Institute of Technology, for breaching 
the 1994 tat Toubon. The taw toughened the requireme n 
for companies and organisations - 
are based in foreign countries - to use French on tn*.ir 
products and in their communications in France- 



brought by the public prosecutors 
from government officials, and not directls b\ the 
network of associations which fight for the protcctitm of 
the French language. The Association for the Defence or 
the French Language, one of the organisations which 
brought tiie case, said last night that it would appeal, and 
caDedfor a modification in the law to clarify itapowoRto 
intervene. Andmr Jack, Pans 

Contenders line up for CSI 

Seven international groups have been invited to bid for 
management control of CSI Corpomclbn Sidemrgica. tiie 
last big steelmaker in the European Union still to state 
ownership, Spanish officials said yesterday. 1 The 
government is putting a total value of about ptaLwon 
($L37bn) on the company, which had net earnings of 
Ptal5.6bn last year cm sales of Ptn 30 fibn. 

Officials said the foreign partner would initially hike a 
3035 per cent stake, with a further 10-15 per cent cuing in 
S panish industrial interests and the remainder floated on 
the stock market. The foreign stake might latrr increase 
through the conversion of bonds, subject to the fulfilment 
of industrial plans, the officials said. 

Contenders include US Steel and the six main EU steel 
producers - British Steel. Usinor Sacilor of France. 
Germany's newly-merged Thyssen Krupp Stahl, the 
I talian Kva-Uva group. Arbed of Luxembourg and 
Hoogovens of the Netherlands. 

Unions in the northern Asturias region, when* CSI has 
its steelmiils. have called a public sector strike on 
June 26-28 against the “bargain-basement sale” of tlu* 
company, which employs 11,900. Local politicians of 
Spain’s ruling Popular party also want to overturn 
the plan David IVAifr. Madrid 

Germans study equity culture 

Germany should allow foreign finance houses a bigger 
role in forging the country’s equity culture, including 
helping establish an effective "alternative market" for 
figrfgiiwg entrepreneurs, according to a government 
advisory committee report. 

It says Frankfurt’s Neuer Markt, which was launched m 
March for smaller businesses, does not go far enough 
towards improving access to capital markets because it 
requires a minimum share issue of DMlUm (95.7m). Mr 
Manfred Neumann, chairman of the federal economic 
ministry's advisory council, blamed German bunks for 
having a “restrictive vision" of when companies wen* 
ready to go to the stock market. 

The report calls for their representation on stock 
exchang e committees to be reduced and for the lifting of 
barriers on foreign share issuing houses wanting to set up 
in Germany. Ralph Atkins. Bnm: 

Swiss move on smuggling 

Switzerland has agreed to cooperate more closely with 
toe European Union in the fight against international 
smuggling. After three years of discussions it has signed a 
customs control agreement with the EU which will take 
effect on July L 

The deal, which is in the form of an additional protocol 
to the 1973 free trade accord between Switzerland and (he 
European community, allows Swiss customs authorities 
to exchange more information and gives them additional 
powers. The new agreement will also extend surveillance 
over individuals or companies suspected of being involved 
in smug gling. Switzerland is an important transit point 
for traffic between the north and south of Europe and 
customs controls at its border crossings will give customs 
officials an additional checkpoint. Yesterday’s agreement 
is unrelated to long running negotiations for closer trade 
ties between Switzerland the European Union which are 
currently deadlocked because of a disagreement over 
transport issues. William Hall, Zurich 

Communists win in Bryansk 

Communist candidates dominated local elections over the 
weekend in Bryansk, an agricultural region south of 
Moscow, as voters took their frustration with Russia’s 
prolonged market reforms to the ballot box. Mr Nikolai 
Sarvivo. former Communist first secretary of the city and 
a Communist party candidate, was elected mayor of 
Bryansk. The Communists also dominated elections to the 
city councU and to the leadership of nearly 400 towns and 
villages in the region. A strong Communist showing is 
traditional for Bryansk, which is part of Russia’s leftist 
red belt. However, toe Communist sweep of the region 
comes at a particularly embarrassing moment for the 
Kremlin, which is hoping that this year market reforms 
will bring a material improvement to the lives of ordinary 
Russians. ■ Chrystia Freeland, Moscow 

French market ‘least popular 9 

France is the least popular market In an increasingly 
unpopular European investment market, according to a 
Gallup survey of fund managers in June commissioned by 
Merrill Lynch, the US investment b ank. 

In its May survey the French market was the second 
most popular in Europe after Germany, which remains 
the most popular. However, the June survey was begun 
after the French Socialist party ‘selection victory and this 
may explain why fund managers overwhelmingly intend 
to move funds away from Europe, said the investment 
bank's global strategist Mr Bijal shah. 

Sellers of European equities now outnumber buyers in 
the US and in the UK. They also outnumber buyers in 
continental Europe for the first time since the survey 
startecL AFX. Mh 


Pressure mounts for Slovakia to devalue 


By Vincent Boland 

Slovakia was under pressure 
yesterday to depreciate its 
currency, the koruna, 
despite the insistence of Mr 
Vladimir Me&ar, the prime 
minister, that a devaluation 

was UOt tmwrii»»n+ 

As the central bank con- 
tinued to clamp down on 
koruna trading by squeezing 
liquidity and keeping inter- 
est rates unprecedentedly 
high, Mr Me£iar told the 
daily Narodni Ofaroda: “We 
are neither planning nor 


considering a devaluation.” 

However, Slovakia is now 
seeing a build-up of factors 
similar to those that forced 
the Czech Republic to float 
its currency last month. 

It had a current account 
deficit of io per cent of 
gross domestic product in 
1996, higher than the 
Czechs*. The trade deficit 
readied Sk28bn ($8$4m) for 
the first four months of this 
year, sparked by strong 
domestic JwnanJ and high 
wage settlements. Interest 
rates are at levels widely 


considered unsustainable. 

Some 30 per cent of Slo- 
vak trade is with toe Czech 
Republic. After Prague 
floated the koruna it fell 
more than 10 per cent, put- 
ting Slovak exporters at a 
disadvantage. 

There are also increased 
trade tensions between the 
two countries. Bratislava 
has approved measures to 
raise restrictions on imports 
that would affect Czech food 
and beer exports to Slo- 
vakia, following Prague’s 
decision in April to put its 


own restrictions on imports. 

“There is every reason for 
the Slovak koruna to be 
weaker than it is.” said Mr 
David Lubin, currency spe- 
cialist at HSBC Markets in 
London. “The NBS [central 
bank] is creating an atmo- 
sphere of calm by keeping 
monetary policy extremely 
tight But that could have 
unsustainable consequences 
for the domestic economy.” 

More important in the 
short term for the bank is a 
sharp fall in official foreign 
exchange reserves, which 


stood at $2.7bn on June 4, 
down some $80 Dm from a 
month earlier. 

The main difference from 
events In the Czech Republic 
is that the Slovak central 
bank has pursued a more 
restrictive monetary policy 
which toas earned it much 
admiration. 

Mr Martin Barto, econo- 
mist at ING Barings In Bra- 
tislava. said continued 
uncertainty over the direc- 
tion of the Czech koruna 
was a complicating factor 
for the Slovak bank. But 


time was not on its side and 
& change in the koruna’s 
trading baud, which allowed 
It to fluctuate 7.5 per cent 
either side of a fixed level 
against a hard -currency bas- 
ket, might be necessary in 
the next three weeks. 

He added that a tighten- 
ing of fiscal policy might 
have to follow to prop up 
the currency in the markets, 
posing a political challenge 
for Mr Mrtiar. “1 don't 
know if the government is 
ready to take drastic mea- 
sures. Probably not.” 
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Post-Emu collapse would be ‘catastrophe* 

Concern rises over 
nightmare scenario 


Calling a central bank to account 
E 



Preparing 
for Emu 


European 
monetary 
officials are 
preparing for 

almost every 

conceivable 
aspect of 
economic 
and mone- 
tary union. 
. _ But there is 

one scenario 
that they are not preparing 
for: Emu goes ahead on time 
only to break up a few years 
later. “It is unthinkable, it 
can't be allowed under any 
circumstances. It would a 
catastrophe." a German offi- 
cial said. 

Several economists, 
including those who support 
Emu. are starting to express 
concern about the economic 
implications of a currency 
union that is no longer 
based on a consensus over 
fiscal policy between France 
and Germany. 

Mr Thomas Mayer, chief 
German economist of Gold- 
man Sachs in Fr ankf urt, haw 
just produced an in-depth 
report highly critical of the 
lack of “real" convergence - 
a reference to varying 
growth and unemployment 
rates. 

He thinks the post-Emu 
adjustment process could 
prove divisive. 

Mr Mayer said: ‘‘At pres- 
ent there are no signs that 
the politicians, especially in 
the larger continental Euro- 
pean countries, understand 

Later efforts to 
adjust could 
lead to conflict, 
writes 

Wolfgang 

Munchau 


Uk* need for substantially 
greater wage flexibility in 
Emu." 

Hr- predicts that the first 
/•conn mi c consequence of 
Emu could be increases in 
unemployment in some 

states. 

This analysis is shared by 
Mr Gunther Thumann. a 
senior Emu adviser at Salo- 
mon Brothers m London and 
a former top official in the 
German economics ministry. 
He has come np with a 
long-term scenario predict- 
ing potential conflict 
between fiscal and monetary 
policy between France and 
Germany that could lead to 
instability within the Emu 
-one. 

Previously, the most fre- 
quently cited economic argu- 
ment against Emu was the 
risk uf so-called asymmetric 
shocks - shocks that affect 
Nuaio countries but not oth- 
ers. Past examples include 


German unificatio n. 

With Mr Lionel Jospin, the 
new French prime minister. 
Questioning Emu’s core eco- 
nomic policy foundations, a 
new concern has arisen: Ger- 
many and France may be 
pursuing fundamentally 
incompatible economic and 
fiscal policies. 

Mr Jospin has criticised in 
particular the strict indepen- 
dence of the future Euro- 
pean centra] bank (ECB), the 
strict application of the 
Maastricht treaty's qualify- 
ing criteria and the stability 
and growth pact to restrict 
deficits in a future monetary 
union. 

Mr Mayer of Goldman 
Sachs argues that Germany 
cannot accept a concession 
on these three key factors. 
“A violation of these points 
would probably again trigger 
an intervention by the Bund- 
esbank, which the govern- 
ment will want to avoid after 
the recent experience.” he 
said, referring to the govern- 
ment's climbdown over its 
plan to revalue the bank’s 
gold reserves. The likely 
thrust of France’s new eco- 
nomic policy is a return to 
some form of demand man- 
agement, for example to 
finance jobs programmes. 

Germany, by contrast, 
remains committed to low 
deficits - at least in princi- 
ple - and is instead pressing 
on with structural reform, 
albeit slowly. 

Germany has pressed 
ahead with privatisation and 
some labour market deregu- 
lation, and tax and pension 
reform are still on the 

a genda _ 

If the two countries’ fiscal 
positions were to diverge in 
the long-run, this could lead 
to monetary misalignments . 
The risk is proportional to 
the degree to which the ECB 
would tighten EU-wide mon- 
etary policy as compensation 
for lax fiscal policies in one 
or more member states. 

For example, if the ECB 
were to raise euro interest 
rates because of high fiscal 
deficits in France and Italy. 
German economic growth 
would be constrained and 
unemployment kept higher 
than would be the case 
under a national monetary 
arrangement. Pressure to 
bring baik the Bundesbank 
would mount 

Looking farther ahead into 
the post-1999 world. Mr Thu- 
marm of Salomon Brothers 
predicts that Emu will go 
ahead on time, that it will 
work in the short run, but 
that problems would arise 
later. 

He says these are com- 
pounded by Europe’s inabil- 
ity to embrace wage flexibil- 
ity: “I am concerned that 
Europe will not be able to 
agree on such a model. The 
danger is that our divergent 


Cost to banks 
of euro switch 
‘over-estimated’ 


By David White 
in Madrid 

The cost to banks of 
switching to the euro will be 
less than expected, accord- 
ing to a study team at Banco 
Bilbao Vizcaya, the Spanish 
banking group. 

An internal report at the 
bank shows that estimates 
produced for a Europe- wide 
sum 1 } by the European 
Banking Federation in 1995 
were overstated by as much 
as ;»n per cent. 

Us conclusions challenge 
the forecast made by Banco 
Central Utepano of an adap- 
tation cost for the Spanish 
banking system of Ptal80bn 
t$l.2bn). Mr Juan Bengo- 
erhva. leader or the euro 
task force at BBV. suggests 
the figure is much lower, 
possibly around PtallObn 
tST.Wm). 

The BCH figure was based 
oil l be overall estimate 
drawn up by the federation, 
which reckoned the burden 
for the whole European 
Union hanking sector wonfal 
be equivalent to about 2 per 
cent of annual operating 
costs over three or four 
years* 

This outlook was based on 
the expectation of a rapid 
changeover, but the setting 
of « three -year transition 
ntod a six-mualh overlap far 
the introduction of euro 
notes and coins was seen as 
increasing costs substan- 
tial ly. 

Iu addition to the adapta- 
tion costs. BCH estimated 
that the introduction of the 


euro would take away 
annual business worth 
about Pta94bn- . 

The BBV report concludes 
that the group’s own costs 
will be around Ptal2bn, 
compared with its initial 
estimate of PtaltSbn. 

Moreover, the bulk of tills 
figure - more than Pta7tm - 

is expected to be in opportu- 
nity costs, resulting from 
the diversion of effort to 
implement the changeover, 
rather thaw real costs that 
would directly affect the 
group's profit and loss 
accounts. 

Direct costs, according to 
the report, are now expected 
to work out at only 27 per 
cent of the original PtalSbn 
estimate. The report under- 
lines the importance of 
adequate planning to keep 
opportunity costs to a 
min imum. 

Mr Bengoechea said that 
the task of converting to the 
euro would be more complex 
for smaller banks. Including 
many of Spain’s savings 
hanks. 

They would have a higher 
proportion of real costs 
beranse they lacked the staff 
resources and would have to 
take on extra personnel to 
prepare for the changeover. 

The BBV team expects 
over half its direct costs to 
come in the field of Informa- 
tion technology, with train- 
ing accounting for just over 
20 per cent. 1 

But the hulk of the expec- 
ted opportunity costs - 
more than 60 per cent - are 
In the training area. 


fiscal policies will ultimately 
lead to conflict with mone- 
tary policy under a system 
where wages can only move 
upwards. The consequence 
of this would be negative 
feedback, a vicious circle 
that can lead to great con- 
flicts- between the partici- 
pants of monetary nwiftw in 
an extreme case It can lead 
to one or several members 
leaving." he said. 

In his analysis on real con- 
vergence, Mr Mayer of Gold- 
man farfw depicts differing 
labour market policies 
throughout the EU as an 
obstacle. *Tt is rather likely 
that the first asymmetric 
shock after the be ginning of 
Emu will create labour mar- 
ket crisis in the affected 
countries,” he said. 

While the nightmare sce- 
nario of a collapsing Emu is 
not inevitable, its likelihood 
has risen as a result of the 
French elections. A consen- 
sus is gradually gaining 
ground that something will 
have to give: it could be the 
timetable, it could be French 
economic policy, or it could 
be Emu itself. 


veryone agrees that the 
future European central bank 
’ will be powerful, but will it be 
accountable? And to whom? 

Step forward Christa Randzio- 
Plath, flame-haired socialist, cam- 
paigner for women’s rights, and 
president of the monetary affairs 
subcommittee in the European Par- 
liament. 

With little fanfare, Ms Randzio- 

Plath and her fellow MEPs are grad- 
ually carving out a role for them- 
selves in the world after economic 
and monetary onion. Their goal is to 
establish the parliament as the body 
best-placed to exercise a degree of 
supervision over the future central 
bank, not just on routine issues such 
as staffing, but on core policy such 
as the setting of Interest rates. 

Mrs Randzio-Plath’s model is thff 
US- She recently visited Washington, 
and cites with approval the Senate 
confirmation hearings for nominees 
to the board of the Federal Reserve, 
and the twice-yearly congressional 
testimony of Mr Alan Greenspan, 
the Fed chairman. 

During the Maastricht treaty nego- 
tiations in 1991, EU m ember states 
insisted on limiting the parliament’s 
role in Emu preparations to an advi- 
sory one. But, next year, tVimga are 
likely to chang e 

First, the parliament is entitled to 
give an opinion an which countries 
qualify for Emu according to recom- 
mendations by tha European Com- 
mission and the European Monetary 
Institute (Emi), forerunner of the 
central bank. EU leaders wfl] make 
the Anal choice in May. 


MEPs led by 
Christa 
Randzio-Plath 
(right) want a 
supervisory role 
over the Emi, and 
not just on 
routine issues, but 
on core policy 
matters as well 


Shortly afterwards, MEPs will hold 
hearings on their nominations to the 
post of president of the ECB, the 
vice-president, and the other four to 
six nominees to the executive board. 
Depending on bow forthcoming the 
nominees are, the hearings could 
offer clues on future monetary 
and exchange rate policy for the 
euro. 

Mrs Randzio-Plath’s committee 
showed the way in 1994 when Mr 
Alexandre I^m&lussy, the nominee 
for president of the Emi, used his 
hearings to expound on the role of 
the Emi. His successor, Mr Wixn 
Dnisenberg, the favourite to take 
over tiie top ECB job, was a little 
mare circumspect. 

The most difficult task will be to 



persuade the ECB to give a public 
explanation for its monetary policy 
decision, says Mrs Randzio-Plath. 
Again, she favours US-style trans- 
parency, noting the federal open 
market committee's practice of pub- 
lishing the minutes of meetings six 
weeks after the event. But she con- 
cedes that the ECB, especially in its 
first year or so, may want a longer 
delay in order to build confidence in 
the financial markets. 

Much will depend on building 
reciprocal confidence with parlia- 
ment which still labours under the 
reputation cf befog a bit of a travel- 
ling circus shuttling between its two 
homes in Brussels and Strasbourg. 

“The Parliament needs to be more 
mature,” says one Commission offi- 


cial it needs to look at the sub- 
stance rather than seeing every 
issue as an excuse to grab more 
power.” 

Such comments reflect unease 
over MEPs muscling Into negotia- 
tions in the stability and growth 
pact, the accord on fiscal discipline 
in the post-Emu world hammered 
out last year at the EU summit in 
Dublin. 

The parliament adopted several 
amendments which were largely 
ignored by the Council of Ministers; 
but Mrs Randzio-Plath claims the 
Council Ins since agreed that public 
investment should be taken into 
account during assessments of defi- 
cits; and she is pressing for the fines 
on fi««»i delinquents to be distrib- 
uted to the EU budget rather than 
shared out among the fiscally sound 
m embe rs cf the euro zone. 

Last week’s titanic clash between 
the Bundesbank and the German 
government over plans to revalue 
Germany’s gold and foreign 
exchange reserves foreshadowed the 
tensions between elected politicians 
and unelected professionals con- 
cerned about the stability of the cur- 
rency. 

But Mrs Randzio-Plath is unapolo- 
getic about her institution's ambi- 
tions. “We are a parliament in devel- 
opment. We have to persuade other 
institutions that we have a role to 
play in terms of democratic legiti- 
macy because monetary policy is 
never neutral. It affects growth and 
employment.'' 

Lionel Barber 
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NEWS: INTERNATIONAL 


Observer doubts hit Algeria poll image 


INTERNATIONAL NEWS DIGEST 


By Route Khalaf in Algiers 


A critical report by 
international observers on 
the Algerian elections has 
pointed to doubts over Alger* 
ia's efforts to project an 
image of “democratisation” 

A summary of the report, 
which was released late yes- 
terday, omits a general state- 
ment - expected by both the 

army-backed government 

and western embassies in 
Algiers - that pointed to 
problems and irregularities 
but deeming the vote was 
generally fair. 

The report flags two main 
problems. The first is that 
several of the 106 observers 
were not allowed to move 
freely, as they had been 
promised, nor attend the 
vote collections In four of 
the 48 toUayas or provinces. 

The second is that many 
felt the voting by the police 


and armed forces was not 
neutral or transparent 
e no ugh it was also skewed, 
often heavily, towards the 
National Democratic Rally 
(RND), the pro-government 
party created three months 
ago. Some also considered 


feared, as the opposition had 
warned before the elections, 
that the armed forces vote 
and those at the mobile poll- 
ing stations would be used 
to manipulate the final out- 
come, which gave pro-gov- 
ernment parties a majority 


several European countries 
agreed to send a small num- 
ber of observers - 108 in all 
- to act as a deterrent 
against manipulation of the 
vote; in the hope that ten- 
sions would be eased and 
that the new legislature 


Western diplomats have insisted that the legislature 
could still be made to work 


that voting in mobile sta- 
tions was sloppy compared 
to the discipline witnessed in 
the regular voting bureaux. 

The report makes clear 
that, there was a split among 
observers. Many did not 
encounter serious problems 
and were ready to give the 
elections a clean bill of 
health. Several others, how- 
ever, including experienced 
US and Italian observers, 
bad serious doubts. Some 


in the new legislature. 

Western governments 
have long believed condi- 
tions for ejections of a lower 
house with limited powers 
were less than perfect. Held 
in a donate of rein terming 
violence, they were meant to 
replace 1991 elections can- 
celled by the army that the 
now banned Islamic Salva- 
tion Front (FIS) was poised 
to win. After much hesita- 
tion and US encouragement. 


would be seen as a first step 
towards democracy. 

Western governments 
were yesterday trying to 
play down the impact of the 
report, and diplomats 
insisted the legislature could 
still be made to work. But 
the doubt cast by the report 
will be used both by political 
parties in Algeria and out- 
side critics of the Algiers 
government to persuade the 
west - especially the Euro- 


pean Union now negotiating 
an agreement with Algeria - 
to apply pressure on the 
Algerian authorities. 

Algeria’s opposition par- 
ties have denounced the 
results and accused the gov- 
ernment of "massive fraud" 
to inflate the seme of the 
progovernment RND, which 
emerged with 40 per cent of 
seats in the Iowa* bouse. 

Algerian officials insisted 
yesterday the report was 
unfair because the c riti cism 
was due to problems encoun- 
tered only by some observ- 
ers. They pointed out that 
voters in special forces and 
mobile stations made up just 
over 800,000 of the total 
10.5m who voted, or less 
than 10 pa: cent, and that 
the figures of the United 
Nations, which was coordin- 
ating the weak of the observ- 
ers, showed that out of l JOT 
bureaux visited, 1,169 were 


considered "satisfactory? 


The observers who faced 
problems, however, disagree 
with the analysts. - First, 
because they believe the 
evaluation forms they wore 

required to fill did sot reflect 
the “quality" of the elec- 
tions. 

Second, even if most of the 
rigging took place only in 
the voting of special forces, 
they argue, the impact could 
be larger than the number of 
voters suggests. This is 
because the armed forces 
appeared obliged to vote, 
which often led to a turnout 
of nearly 100 per cent, 
almost all of it going to the 
RND. The civilian, turnout 
being much lower, the vote 
of the special foxes could 
have disproportionally 
skewed the distribution of 
seats In some wilayas, 
obser vers say. _ . 


Funding rise 
for Lebanon 


Shadow falls over Nigeria gas project 

A conjunction of money, oil and politics has hit a big African project 


Mr James Wolfensohn. president of the World Bank. h;w 
announced a big increase in funding for Lebanon aim 
declared his backing for Prime Minister Rafik nl-Harin - 
deficit finan cing of national reconstruction. Oil ms nrs 

visit to Beirut. Mr Wolfensohn expressed confidence at 

the weekend in Mr Hariri's policy of accumulating dew m 
finance rapid reconstruction which some Lebanese 
politicians, bankers and economists haw cnticisea. 

Mr Wolfensohn said be would do the same as Mr Harm 
if he were in his position. "We very much mist me 
government and believe in what they are doing, ne 
declared, announcing the bank hod ipmdrupted 
for Lebanon to $400m a year from SlOOm. The World Bunk 
its private-sector arm, the International r manor 
Corporation had allocated S420m to Lebanon in !«*•. 

The bank also raised emergency funding by ssum to 
$15Qm. The extra aid follows a pledge Mr WoBtensoMi 
mmjp during Israel’s 17-day blitz of Lebanon in April I9»i 
to put in place a solid programme of financial assistant e 
for that country. 

The hank had already approved programmes xor 
Lebanon totalling $60ten. Another SXbn pledged a* a 
donors’ conference in Washington in December wouw w 
approved. These amounts wen? “vers - high" compared 
with the bank’s contributions to other Middle Eastern 
countries. He expected spending of the meney b> U‘bani> n 
to speed up now, after a slow beginning. " arid 
IFC contributions would total SUbn uver the next four 
yeara. Ownr. Bnrvt 


I t is a script which for 
melodrama and confu- 
sion could grace a Mexi- 
can soap opera. Money, oil 
and politics have come 
together to cast a shadow 
over the J4bn Nigeria 
Liquefied Natural Gas 
scheme - not only Africa’s 
single biggest engineering 
project, but one of the most 
ambitious undertakings ever 
launched to exploit the con- 
tinent's natural resources. 

NLNG Ltd, the joint ven- 
ture formed by three west- 
ern oil companies and the 
state-owned Nigeria National 
Petroleum Corporation 
(NNPQ to run the project, is 
in trouble. Despite a care- 
fully constructed corporate 
structure intended to limit 
overt political interference, 
it has fallen victim to the 
vicissitudes its founders 
tried to avoid. 

A year after construction 
began at the site on Bonny 
Island on the coast of south- 
east Nigeria, and two years 
away from its promised date 
for entering production, the 
company is without a board 
of directors. The question of 
who now controls it and 
through What me chanis m is 
a matter of conjecture. 

Its three western share- 
holders - Royal Dutch/Shell, 
Elf of France and Agjp of 
Italy - are still reeling from 
the recent announcement by 
Mr Dan Etete, Nigeria’s 
petroleum minister, who 
controls the state's 49 per 
cent stake in NLNG. He dis- 
solved the board and ordered 
NLNG’s management to 
report directly to his office. 

The project has had one of 
the longest gestations of any 
LNG project anywhere. Con- 
ceived 30 years ago, various 
proposals have foundered 
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Gas being flared in the Niger Delta. The LNG project offers a way to combat environmental problems 


over concern about political 
Interference, the choice of 
foreign partners and ques- 
tions of funding. 

The obstacles were finally 
overcome only 18 months 
ago, when, in face of the con- 
troversy surrounding the 
military government’s deci- 
sion to execute Mr Ken Saro- 
Wiwa, the Ogoni rights 
activist.- shareholders agreed 
to go ahead with NLNG. 

The project was seen as 
the answer to several prob- 
lems. First, it was a way to 
tap Nigeria’s vast potential 
as a gas producer and to 
position the country to com- 
pete in the world LNG mar- 
ket, one of the fastest grow- 
ing segments of the 
international energy rector. 

But it also offered a way to 
combat the environmental 
problems caused by the con- 
troversial flaring of the vast 


amounts of unwanted natu- 
ral gas produced alongside 
the ofl in the Niger Delta. 

Mr Tbeo Oerlemans, 
NLNG’s managing director 
until earlier this year, said 
the signing of long-term sup- 
ply contracts with foreign 
customers and Nigeria’s 
decision to allow a majority 
foreign shareholding - 
intended to deter govern- 
ment interference - were the 
main factors that led to the 
project being launched. 

The partners also agreed 
to put up the capital in 
advance and place it in a for- 
elgn-held escrow account. 
That was meant to avoid the 
perennial problem in 
Mgeria’s oil sector of NNPC 
failin g to come up on time 
with its share of the fu nd in g 
of joint ventures. Mr Etete’s 
actions have dashed the 
assumption that such a 


structure was the key to 
zing-fencing the project 

NLNG has also suffered 
from doubts over its supply 
contracts. It November EneL 
Italy’s state electricity gener- 
ator, withdrew from a 22- 
year contract to buy &5bn 
cubic feet annually, about 
half the Bonny plant’s initial 
output, ostensibly because of 
environmental objections to 
the site of its proposed LNG 
receiving terminal. 

NLNG is still pursuing 
arbitration proceedings 
against Enel, much to the 
consternation of Mr Etete. 
who claimed to have rescued 
the deal afier a visit to Rome 
in March- 

Given the confusion over 
the states of the board of 
directors, it is not dear bow 
NLNG will be able to 
respond to new proposals 
from the Italians to find a 


way around the contractual 
impasse. These are thought 
to call for the gas to be 
landed in France, then piped 
to Italy. 

Western companies, which 
have already deposited 
nearly S2bn in escrow 
accounts, are refusing to 
react publicly to Mr Etete’s 
decision. “Less said, soonest 
mended,” said one officiaL 
But he acknowledged that 
while construction work will 
continue, the confidence so 
critical for the project has 
been seriously undermined. 

While Shell, Agip and Elf 
are anxious to meet the min- 
ister, the military govern- 
ment's present preoccupa- 
tion with the recent coup in 
Siena Leone, may make it 
difficult to secure the neces- 
sary interest at the highest 
level to clarify the situation. 

Since his announcement. 


Mr Etete has refused further 
comment on NLNG. He Is 
reported confident of enough 
political support to counter- 
balance any legal uncer- 
tainty over dissolution of the 
board. 

The NLNG dispute is the 
latest indication of deterior- 
ating relations between Mr 
Etete and the western com- 
panies that produce 
Nigeria's 2m barrels of oil a 
day. Mr Etete secured only 
S2bn from the federal budget 
for the oil sector this year, 40 
per cent less than his part- 
ners deemed necessary to 
promote expansion- 

western companies fur- 
ther complain the ministry 
has stalled on agreeing oper- 
ating budgets and has let 
arrears build up. 

The oil minister claims 
Nigeria is not receiving a 
fair deal from western com- 
panies. But his tenure has 
coincided with deteriorating 
conditions in Nigeria's most 
Important industry. 

Escalating violence among 
oil-producing communities, 
labour unrest, felling pro- 
duction and nation-wide 
shortages of petrol indicate 
all is not well in an industry 
which provides 90 per cent of 
the country’s foreign 
exchange earnings. 

Mr Etete justified his lat- 
est action in the interests of 
"transparency and account- 
ability,” but the NLNG affair 
(while characteristic of the 
present state of relations 
between Nigeria and its part- 
ners in the west) is unlikely 
to enhance either. 

Survey: International Gas 
Industry, Pages 9-12 


BIS sees interest changes 

The rapid development of real time payment systems 
around the world could be opening the way for radical 
rhawg iwt in the way interest rates are calculated in the 
Interbank market, the Bank for International Settlements 
said yesterday. Instead of charging interest l»y the day. 
banks could charge each other by the hour or minute, 
which, in turn could have implications for monetary 
policy, the BIS suggested in its annual rei»ort. 

The situation beans analogies to developments in the 
teleco mmuni catio ns market, where technological 
advances have made it possible to hill phone calls by the 
second, instead of in much longer hilling periods. Central 
hanks today draw a sharp distinction lietworn overnight 
credit, which expands the money supply and affects the 
wider economy, and intra-day liquidity, which u» regarded 
more as lubrication for the payments system than real 
credit. 

But large value payment systems around the worm 
have been moving away from the traditional method uf 
settling up net amounts owed at the end of the day to real 
time gross settlement, in which each payment is made .is 
it falls due. “It is possible to imagine a futuristic sceiuno 
in which 24-hour trading and real-time settlement m 
various currencies could help blur the present neat 
distinction between “intra-day” and “overnight" central 
hank credit." the BIS said. Ccoryr tin :kum, LcnuUni 


Iraq in Syria border moves 


Antony Goldman 
Robert Corzine 


Iraq has taken fresh measures to open its border with 
Syria, closed since the beginning of tin* UKWs. to ease 
trade between the two countries. al-Thawrn. newspaper of 
the ruling Baath party said yesterday. “The Iraqi Customs 
Commission has taken necessary measures to open bonier 
points between Iraq and Syria." it added, quoting Mr 
Hameed Shuker Mahmoud, head of the commission . 

All necessary requirements were completed to ntipen 
the al-Qa'im border point opposite the Syrian one of 
Albukamal and the al- Waleed point opposite al-Tinif. Mr 
Mahmoud said. 

The two points would handle Syrian goods that Iraq 
would purchase under its oil-for-food deal with the United 
Nations. An Iraqi trade ministry source said at the 
weekend that Iraq had signed several contracts with 
Syrian companies to supply Baghdad with wheat, pulses, 
soap and detergents under the pact. 

No decision has yet been made on resumption of 
commercial and diplomatic ties, but hints in this direction 
were first made last month during a visit of leading 
Syrian businessmen to Baghdad. The visit was followed 
by positive statements from senior officials in the two 
countries. Iraqi newspapers reported yesterday that 
Syrian companies would soon organise, in co-operation 
with the Health Ministry, a medical exhibition in 
Baghdad. Reuter, Damascus 
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NEWS: THE AMERICAS 


Republicans seek capital gains tax cut 


By Bruce Clark in Washington 

Republicans in the US House of 
Representatives yesterday pro- 
posed a drop in capital gaiim tax, 
and credits for children and coDege 
students, in what they called the 
biggest tax-cutting package since 
1081. 

Mr Bill Archer, chairman of the 
Ways and Means committee, pres- 
ented a bill that would put into 
practice the $85bn tax cut which 
has been agreed in principle by the 
White House and Republican lead- 


ers under a five-year plan to elimi- 
nate the budget deficit 

He described yesterday's package 
as a "solid first step toward a 
smaller government for bureau- 
crats in Washington and a larger 
pay cheque for workers in Amer- 
ica". 

The biD would cut the rate of 
capital gains tax, currently 28 per 
cent, to 10 per cent for couples 
earning less than $41,200 a year 
and to 20 per cent for those with 
higher incomes. The capital 
rate would also be indexed for 


inflation. For companies, a cut in 
capital gains tax is envisaged from 
35 per cent to 30 per cent for assets 
held for more than five years. 

Democrats on Mr Archer's com- 
mittee. which is responsible for 
tax-writing, complained Republi- 
cans had "siphoned off many of our 
gains from our c urren t fertile eco- 
nomic climate and delivered them 
directly to the rich". 

In (me of its most controversial 
proposals, the package suggests 
eliminating a $600m-per-year tax 
break designed to encourage the 


use of ethanol, an ecologically- 
friendly motor fuel based on com. 

The tax break has always 
enjoyed strong support from the 
farm lobby, including legislators 
from the Midwest, but oil compa- 
nies have said it puts fossil fuels at 
an unfa ir disadvant ag e. 

Mr Archer said the subsidy was 
not effective in reducing pollutants 
and it “destroyed the value" of 
com which should be used to feed 
people and livestock. 

In its tax relief for families with 
children and college students, the 


package matched and in some 
cases outbid suggestions already 
made by President Bill Clinton. 

Mr Archer said his version of a 
$500 per year family tax credit - 
already agreed in principle with 
the White House - would apply to 
41m children, or inn more than Mr 
Clinton had suggested. 

Yesterday's proposal also raised 
from $800,000 to $lm the ceiling 
above which inheritance taxes 
were levied. The committee hopes 
to complete work on the bill, and 
send it to the foil House, by Friday. 


Twin peaks darken Cardoso’s future 

Curbing deficits is crucial to the future of Brazil’s president, writes Stephen Fidler 


T he twin peaks of the 
Brasilian economy - 
its budget and bal- 
ance of payments deficits - 
are looming larger than ever 
on the horizon of President 
Fernando Henrique Car- 
doso's government. 

The long-term success of 
the Real Plan, the sophisti- 
cated anti-inflation pro- 
gramme introduced three 
years ago when Mr Cardoso 
was finance minister, is 
widely seen in Brazil as 
depending on these peaks 
being surmounted. 

The deficits are already 
holding back growth. If they 
are not addressed, the plan's 
success in bringing down 
four-digit annual inflation 
rates to single digits will 
sooner or later be placed in 
jeopardy. And the political 
future of Mr Cardoso, likely 
to stand for re-election next 
October, will be on the line. 

Even Brazil’s normally 
upbeat finance minister, Mr 
Pedro Malan. agrees things 
cannot continue as they are. 
“Fiscal deficits of 5 per cent 
of gross domestic product 
are unsustainable over 
time," he says, “but we are 
working towards bringing it 
down." 

The overall public sector 
deficit has indeed been com- 
ing down from around 7 per 
cent of gross domestic prod- 
uct in 1985, but only to a 
forecast 5 per cent in 1997. 
And much of the fall has 
been as a result of lower 
interest rates which have 
reduced payments on gov- 
ernment debt. 



Unless long-awaited 
amendments are maria to the 
constitution to cut spending 
on salaries and earmarked 
transfers, Brazil's govern- 
ment expenditure is almost 
doomed to exceed spending. 

At the same time the cur- 
rent account gap in the bal- 
ance of payments has 
climbed from 2 E per cent of 
GDP in 1995, to &3 per cent 
last year and 3.9 per in 
the first four months of 1997. 

This is currently being 
financed relatively easily - 
including through long-term 
bond issues. Foreign 
exchange reserves are dose 
to $60bn, while Brazil's giant 
privatisation programme can 
also generate significant 
sums for the government 

Mr Edmar Bacha of Banco 
BBA-Creditanstalt and Mr 
John Welch of Paribas in 
New York, say privatisation 
will “give the government a 


large marg in to finance cur- 
rent account deficits 
between 1997 and 1999. 
Despite current account defi- 
cits of around 4 per cent of 
GDP, the central bank 
should accumulate more 
than $4bn in foreign 
exchange reserves through 
1999.” 

Nonetheless, the size of 
the current account deficit Is 
already constraining growth 
at a lower level than the gov- 
ernment's planners thought 
likely. “At the start of the 
Real Plan, we thought that 4 
per cent growth would be 
sustainable on the balance of 
payments. We may get to the 
point where we need lower 
growth for a year or two," 
said Mr Francisco Lopes, 
director of monetary policy 
at the central bank. 

Growth this year is widely 
forecast to undershoot 4 per 
cent. The conundrum now 


faced in Brazil is a familiar 
one to policy-makers else- 
where in Latin America. The 
trade liberalisation has 
reduced tariffs sharply since 
the early 1990s has combined 
with a strong exchange rate 
- an integral part of the ini- 
tial stages of the anti-infla- 
tion programme - to 
increase demand for imports. 
Meanwhile, exports have 
grown only modestly, held 
back by low (though proba- 
bly improving) productivity, 
and the exchange rate. 

“This Is a structural pro- 
cess and nobody can be sure 
when it will stop and how 
for it will go. But it’s stron- 
ger than most people expec- 
ted,” said Mr Lopes. 

According to Mr Affonso 
Celso Pastore, a former cen- 
tral bank president, the gov- 
ernment is boxed in. Its lack 
of success in pushing 
through congress the consti- 


tutional changes that would 
correct its fiscal Imbalances 
leaves it with two macro-eco- 
nomic policy instruments: 
monetary awH exchange rate 
policy. 

However, the exchange 
rate is being used to anchor 
the price level Depreciating 
the real to reduce the cur- 
rent account deficit risks re- 
igniting inflation. Mean- 
while, though the govern- 
ment is not averse to using 
controls where it can, its 
membership of the World 
Trade Organisation and of 
the Mercosur trade grouping 
constrains it from reducing 
imports through protection- 
ist devices. 

The only policy instru- 
ment left is monetary policy: 
interest rates are thus bear- 
ing the burden of holding 
back growth and keeping the 
current account deficit in 
check. “We are not growing 


because we are not investing 
and we are not investing 
because our rates of interest 
are very high," said Mr Celso 
Pastore. 

Thus the government will 
confront the issue that is 
sooner or later faced by all 
stabilisation programmes 
based on an exchange rate 
anchor, with the debatable 
exception of a currency 
board: how to move to a 
more flexible exchange rate 
system. 

This has been achieved 
successfully in the pash for 
example, in Israel in the 
1960s. However, Israel's fis- 
cal position was much stron- 
ger than Brazil’s is now. 
And, as Mexico’s 1994-95 cri- 
sis showed, sudden exchange 
rate movements can be very 
damaging to the private sec- 
tor and the financial system 
- even though Brazil's banks 
appear in better shape than 
were Mexico's. 

All this means, says Mr 
Celso Pastore, that an 
exchange rate depreciation 
“can't be done badly and 
shouldn’t be done abruptly". 

Mr Malan argues that, 
unlike in Mexico in 1994, the 
exchange rate “system bag 
built-in flexibility”. The per- 
mitted trading band for the 
real against the dollar has 
been shifted downwards 
three or four times since the 
introduction of the plan. 

“We realise there are risks 
involved, but we have been 
dealing with risks since 
1903,” he says. 

Brazil finance survey, 
separate section 


NY stops rot 
in 

collection 



By Leyta Boulton 
Environment Correspondent 

Since its liberation from the 
Mafia, a New York office 
block owned by the Ala b a ma 
Retirement System spends 
$120^)00 instead of $L2m a 
year on garbage collection. 

This is one of the most 
spectacular results of New 
York City authorities' battle 
to free the waste industry 
from the grip of organised 
crime bosses who have con- 
trolled it for the past 40 
years. 

The recent successes are 
ascribed to Mayor Rudolph 
Giuliani, extensive use of 
wire-taps and undercover 
agents, and the arrival of a 
few large companies keen to 
inject competition into the 
Big Apple’s rotten garbage 
market 

City officials and waste 
industry executives used a 
New York conference last 
week to encourage more city 
businesses to exercise their 
“right to choose’' their waste 
company. 

Their main challenge has 
been to break the system of 
"property rights" tradition- 
ally enjoyed by some 300 
smaller waste companies 
over consumers, and 
enforced by Mafia-controlled 
trade associations. 

When a contractor called 
Chambers began hauling 
waste paper from the Bank 
of New York at Number One 
Wall Street, it was presented 
with a $790,000 bffl for “com- 
pensation” from the previ- 
ous “owner" of that particu- 
lar “stop". 

But it was only because 
Chambers took the rare step 
of complaining to the police 
that an undercover agent 
joined the company as a 
senior executive. For three 
years he paid compensation 
money to, and wire-tapped, 
the claimants. 

At about the same time. 
BFI, a national waste dis- 
posal company, also agreed 
to enter the New York mar- 
ket, and take on an 
undercover agent. 


It then put in a successful 
bid to service the building 
owned by the Alabama 
Retirement System, even as 
the Mafia-run cartel tried to 
bribe the building's manager 

- anothe r undercover agent 

- to stop it 

“The arrival of BFI struck 
tear in the heart of the car- 
tel”, said Mr Daniel Castle- 
man, chief of investigations 
at the New York Country 
District Attorney's Office. “It 
was on R thing to intimidate 
a smaller company, quite 
another to take on a $4bn- 
plus corporation." 

Waste industry 
wins a victory 
in its war with 
organised crime 

BFI’s use as a battering 
ram by the authorities paved 
the way for other large oper- 
ators, such as Waste Man- 
agement. to enter the mar- 
ket. In little more than a 
year Waste Management 
said it had 10 per cent of 
New York's $lbn-plus mar- 
ket for commercial waste. 

But city regulators are 
keen to drive prices down 
farther in a city which still 
has the highest waste dis- 
posal costs in the country. 
They say that while large 
customers are taking advan- 
tage of the choice and lower 
prices afforded by competi- 
tion, smaller companies In 
outlying boroughs have yet 
to do so. 

The New York City Trade 
Waste Commission, a regula- 
tory body created a year ago 
to promote competition and 
"eliminate bad actors" from 
the market, hopes that fur- 
ther reductions in the 
so-called “maximum" rub- 
bish collection rates will 
make the industry “less 
attractive” for the Mafia. 

As Mr Edward Ferguson, 
the Commission chairman, 
put it: “One thing matters to 
organised crime and one 
thing only: the money". 
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THE CHALLENGE. Samarco. a 
major mining company in Brazil, is 
expanding its iron mining facilities, 
requiring the import of capital goods 
valued at US$ 50 nuUton. ABN AMRO 
Bank was asked to arrange a total 
financing package. The multi -sourced 
finance group in Sao Paulo, together 
with structured finance specialists in 
Amsterdam and other participating 
branches, arranged ECA supported 
export finance for suppliers in the 
US, Canada and Germany. A local 
bridge facility, with a pre-payment 
arrangement out of Paris making use of 
withholding tax benefits, enabled the 
company to access financing in advance 
of the eca backed contract. This 
comprehensive package was the 
first multi-sourced export finance 
deal arranged for a Brazilian borrower. 



THE SUPPORT. For clients, such 
complex deals can be a puzzle, 
requiring contacts with a range of 
banks. Unless they use ABN AMRO 
Bank For thanks to a presence in every 
major market and a solid Export 
Finance Network, ABN AMRO Bank can 
offer single-sourced solutions to even 
the most complex ' financing deals. 
Dedicated teams in 21 major exporting 
countries and in 30 emerging countries 
put us in an unparalleled position to 
construct tailor-made financing which 
ensures that the needs of all parties 
- exporters and importers - are fully 
harmonised. Coupled with detailed 
experience of the inner workings of 
ECAs and backed up by a practical 
knowledge of both international and 
local regulations, ABN AMRO Bank is 
the logical partner in export finance. 


FOR MORE KFCStMATKlN ABOUT HOW OUR INTERNATIONAL NETWORK CAN WORK FOR YOU. CONTACT UR. IVAN ARAYA ARMOHA. 

COT HEAD OF STRUCTURED ECA FINANCE LA7W AMERICA, TEL (55- 111 S3226W. FAX P5-1US322658.CK MR. MKlTKLKEFBEirr. 

SIT (iLCAAL HEAD STRUCTURED ECA FINANCE, TEL (31-20) 6264389. FAX [31-20} 6266317. 
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Brussels 
to back 
modified 
maize 

By Sander Thoenes 
InBimels 

The European Commission 
Is set to reaffirm ap pro val 
for imports of genetically 
modified maize, overriding 
import bans by member 
states mid. objections by the 
European Parliament, a 
spokesman said yesterday. 

The announcement co- 
incided with Commis- 
sion's first approval for the 
marketing of genetically 
modified oilseed rape in the 
KU, which will Incorporate 
appropriate labelling. 

A spokesman for Mrs Rltt 
Bjerregaard, environment 
co mm i ssi oner, said the Com- 
mission would overrule Aus- 
tria, Luxembourg and other 
states which have banned or 
restricted imports culti- 
vation of genetically modi- 
fied maize. 

But Mrs Gabrielle Zgnbic, 
an official at the Austrian 
Ministry for Women and 
Consumer Affairs, said hear 
government would uphold 
the ban and appeal to 
European Court of Justice if 
the Conmdsskm on 

permitting imports of genet- 
ically modified produce. 
"We will not give up the 
ban," she said. 

Consumer groups fear 
that crops genetically modi- 
fied to resist pests could 
also increase tinman resis- 
tance to antibiotics. Envi- 
ronmental groups and con- 
sumer lobbyists have called 
for separating and labelling 
genetically modified foods. 
This, however, wonld 
require separation all the 
way haric to animal feed and 
seeds, such as maize and 
soybeans. 

The CIS does not require 
any labelling or separation 
and has objected to Euro- 
pean efforts to introduce 
requirements because it 
would hinder its exports to 
Europe for anything from 
seeds to chocola te bars. 

In April, the Commission 
decided to make labelling 
mandatory on new geneti- 
cally modified crops from 
July 31. 

Yesterday it announced it 
had approved introduction 
on the market of genetically 
modified oilseed rape by 
Plant Genetic Systems 
(PGS), the Belgian biotech- 
nology company, following 
the company's decision to 
label its products as geneti- 
cally modi fi ed . 

Although the requirement 
is not retroactive, the Com- 
mission spokesman said 
approval for PGS and nine 
other applications had been 
stalled by the Commission 
for op to two years. 

Most applicants have 
introduced labelling in 
recent weeks. “It’s volun- 
tary but Tm sure it would 
help," he said. "Nothing will 
be approved without label- 
ling.” 

A wholly revised set of 
regulations and guidelines 
on genetically modified 
crops, seeds, animal feed 
and foodstuffs, including 
labelling requirements, was 
being drawn up, he said. 

The Novel Food Regula- 
tion, which came into force 
last month, prescribes label- 
ling of consumer products 
containing genetically modi- 
fied crops hot the regulation 
him yet to be implemented 
by member states. There is 
also a draft proposal requir- 
ing separation of modified 
crops. 

Labelling wonld not sat- 
isfy Austria’s concerns. Mrs 
Zgnbic said: "This is a 
health issue, not a consumer 
information issue.” 


Three Gorges decision delayed 


By Tony Walker in Bofpng 

China has began final 
evaluation of bids for the 
Supply of turbines and gen- 
erators for the $30bn Three 
Gorges hydropower dam on 
the Yangtze river, but it will 
not meet a June 30 deadline 
for selection of the success- 
ful bidders. 

Mr Zhang Denan, the vice 
minister of the Three Gorges 
Project Construction Com- 
mittee, explained that 
"because of the complexity 
of the project a decision 
would be postponed, but 
I believe it will not 


be postponed for too long". 

Chinese evaluation teams 
have completed a review of 
bids lodged by six interna- 
tional consortia, awarding 
points for each bid according 
to technical criteria, financ- 
ing and technology transfer. 

The project construction 
committee is expected to 
advise the cabinet on the 
successful bidders by next 
month, with contract talks 
to be completed by August. 

The Swedish-Swiss com- 
pany ABB is involved 
with Kvaemer of Norway 
for the project's first 
stage, which involves the 


supply of 14,700 MW units. 

Mr Paul.Ghan, senior vice 
president of ABB China, 
described discussions as 
extremely "rigorous" and 
said the Chinese were toting ' 
considerable care with all 
ga porha of negotiations. 

Other consortia include 
GEC-Alsthom and Neyrpic of 
France; Mitsubishi Heavy 
Industries at the head of a 
Japanese group; Impsa of 
Argentina and Turboatom of 
Ukraine; Voith ana Siemens 
of Germany with General 
Electric of Canada (a subsid- 
iary of GE of the US); and 
Energomacfaexport of Russia 


and Sulzer of Switzerland. 

China month, railed 
bids for the Three Gorges 
civil works, but restricted 
bidden to domestic compa- 
nies. Six construction com- 
panies have lod g ed bids for 

the Ynfibn ($723m) work an 
the dam wall, spillway and 
structures for turbines and 
generators- 

China Is expected to divide 
contracts between several' 
consortia for the turbines 
and g en era to r supply. This Is 
adding to complications in 
assessing competing bids for 
the world’s biggest power 
project • 


Representatives of foreign 
power companies in Beijing 
said that CMnabad avoided 
a shortlist, but consortia 
involving Ukrainian and-' 
Russian companies faced dif- 
ficulties because of Ghtufafi 
f-n nnpnre about financing. 

fihina plans toeomplete 
the first stage of the Three 
Gorges project by. 2003 and 

the ffoai stage by 2009, with.- 
the installation of a total of 
26 700 MW power . units, . 
equivalent tO_18^00MW. 

At capacity, file dam will 
produce the equivalent of a 
tonth of China's 1993 elec- 
tricity output. ■ - 


Vietnam, EU 
in fight over 
textile quotas 


f 


By Jeremy Grant m Hanoi 

Vietnam and the European 
Union are set for a tussle 
over textile quotas, with 
Hanoi determined to win 
greater market access for its 
booming garment Industry 
and wwisBgifi undor pressure 
from textile federations to 
stem a rising tide of Viet- 
namese imports. 

Hanoi wants a dramatic 
rise in quotas set under an 
existing bilateral pact, which 
the two sides are set to rene- 

JSWW -KZ iOX -5* TV r- ■ 







gotiate around September. In 
some categories, it is seeking 
a fivefold increase in quo- 
tas. Textiles account for 
about 70 per cent of EU-Viet- 
nam trade. 

That worries some EU 
member states, whose textile 
federations say any rise 
would further threaten jobs. 

Vietnam’s textile exports 
to the EU have grown rap- 
idly in the past three years, 
and the communist-run 
country is now the third 
largest exporter after China 
and Indonesia . 

In addition, Vietnam 
wants the EU to give it the 
same level of quotas enjoyed 
by other countries in the 
Association of South East 
Asian Nations (Asean), of 
which Hanoi is a member. 
“We note our quota few tex- 
tiles is low in comparison 
with other Asean countries,” 


said Mr Nguyen Dinh Hoan. 
a awiiw official In tha cabi- 
net office. 

However, EU officials are 
talcing a firm line, saying 
that Vietnam's position fan* 
to take into account its late 
entry tntn the market. 

"I thmk the EU will be as 
generous as we can be but 
we can't contemplate treat- 
ing Vietnam in the same 
way as other Asean coun- 
tries because tha starting 
points are completely differ- 
ent." said Mr Riccardo 
Ravenna, EU ambassador to 
Vietnam. 

The EU is also likely to 
take issue, with Vietnam’s 
riiwriminat ffly quota alloca- 
tion system, under which 
state-owned enterprises 
receive preferential access to 
quotas, often at the expense 
of foreign joint ventures - 
some involving European 
companies. 

Mr Ravenna urged Viet- 
nam instead to diversify its 
garment production to take 
advantage of categories not 
yet under quota. 

The EU is also seeking 
wider market access for its 
fabrics. 

Mr Hoan also struck a con- 
ciliatory note, suggesting 
that companies from 
southern Europe - those 
most affected by Vietnamese 
exports - could set up manu- 
facturing joint ventures in 
Vietnam. “We have to avoid 
any activity, any wording, 
that would not benefit our 
relationship" with Brussels. 

The EO would not feel 
under such pressure if Viet- 
nam has Most Favoured 
Nation (MFN) trading status 
from the US, which analysts 
say could absorb the bulk of 
its textile exports. But that 
is unlikely for at least 
another year. 

Brussels Is also concerned 
about a bilat eral trade sur- 
plus of about $300m in Viet- 
nam's favour and wants 
increased access for its inter- 
mediate goods. 




Sony, Philips push < 
with new audio disc 


By Alice Rawsthom 

Sony. the ' Japanese 
consumer electronics group, 
is developing tha technology 
for an advanced version of 
an audio compact disc in 
conjunction with Philips, its 
Dutch partner. 

The two companies, which 
jointly launched the original 
audtoCD in the early 1960s, 
plan to harness recent 
advances in high resolution 
digital encoding to produce 
discs capable of providing 
considerably higher sound 
quality than the prin ti ng for- 
mat. 

Initial sales of the new 
discs are e x pected to be lim- 
ited to the pm fpwainnal mar . 

ket of musicians and record 
producers. However, Sony 
said it is also expected to 
appeal to hi-fi buffs and, pos- 
sibly, eventually to any 


members of the general pub- 
lic interested in h paring a 
souped-up version of record- 
ings such as The Fat Of The 
Land, a forthcoming album 
by The Prodigy {pictured, 
above). 

The news of Sony and 
Philips' plans for the 
advanced audtoCD comes at 
a time when they, and rival 
consumer electronics compa- 
nies, are also developing a 
new generation of recordable 
digital video disc (DVD) 
technology. 

Sony and Philips 
announced last week that 
they had completed the 
development of the basic 
technology to produce a new 
high-capacity rewriteable 
optical disc which, they 
hope, will eventually replace 
the video cassette. . 

The new disc, which will 
be produced by a new form 


of laser technology, will 
store 12 gigabytes of infor- 
mation on either side, 
against 2.6 gigabytes on. each 
side of existing recordable 
DVDs. 

. Sony said that the discs, 
which will be playable on 
existing digital video disc 
hardware, are scheduled to 
go on sale in the year 2000. 

Matsushita, the Japanese 
electronics group which 
belonged to the opposmjgfac- 
tfon to Sony and Philips in 
the race to create the origi- 
nal DVD standard, also 
claims to have developed 
technology to produce its 
own advanced recordable 
digital (fisc. The Matsu s hita 
disc will have file capacity to 
store 15 gigabytes of data on 
either side. The company 
has not yet decided when its 
version of the disc wDl go 
into commercial production. 


US Christians split on MFN for China 


By Nancy Dunne 
in Washington 

Christian missionary groups 
in the US are at odds over 
Most Favoured Nation trade 
status for China, with some 
factions arguing that deny- 
ing MFN to Beijing is “notin 
the interest of the church”. 

The China Service Coor- 
dinating Office, serving 
more than 100 Christian 
organisations working in 
China, has warned that 
“well-intentioned” political 
activism to withdraw from 
China the same trade bene- 


fits enjoyed by most other 
US trading partners could 
“hamper the efforts of Chris- 
tians from outside China 
who have spent years seek- 
ing to establish an effective 
witness among the Chinese.” 

The annual fight over Chi- 
na’s MFN has been joined 
for the first time this year by 
the Family Research Coun- 
cil, a US Christian conserva- 
tive lobby group- The coun- 
cil has publicised China’s 
forced abortions, religious 
persecution and “slave" 
labour in Chinese prisons. 

"Public shaming of the 


Chinese government and 
economic sanctions backed 
by American Christians will 
only serve to strengthen the 
official Chinese perception 
that Christians are a threat 
to China’s political and 
social stability, and to 
heighten mistrust of Chris- 
tians by the Chinese public,” 
the China Service Co-ordina- 
ting Office said. 

This could result in 
greater persecution of Chris- 
tians ifnrida China and 
opportunity for “witness and 
service”. After a critical 
Human Rights Watch report 


last year. Christians who 
bad for years worked quietly 
in Chinese orphanages sud- 
denly found their doors 
closed to foreigners. 

The rightwing challenge to 
MFN, joined with opposition 
of many Democratic and 
Republican populists, is 
expected to make it harder 
far the US administration to 
win renewal. 

"There is division as great 
within groups on the issue of 
China’s MFN as between, 
those groups’” Mr Cal- 
Cohen, a leading business 
lobbyist, said. 


. The anti-MFN coalition 
has won some important 
converts, including Con- 
gressman John Kasich, 
chairman of the.Houser bud- 
get com mitte e, and -Con- 
gressman Wfiliam Paxton, a 
New York Republican. . 

Some opposition is more 
political thanspiritual, as 
Republicans seek to build 
support for their own arnbF 
tions among rightwing . 
Christian activists. Mr Pax- 

. tern haw h ppn rnfrntinnwT an .a 

possible successor , to Mr 
Newt Gingrich, Speaker of 
the House. ’ . " “ 


WORLD-TRADE NEWS DIGEST 

Mobile phone 
standards move 

ErfossonffikdNakia^ Europe's two leading mobile phone ' 
manaftichOTis; yesterday latoedfori»s to help efforts to . 

gbrttdarflfaw thft ni«tr pamwntion of frilnlar technology in 
Asia and Era-ape.-They said they would back new 
widebandCDMA, or code division multiple access. . 

te chnology for third generating! raThilar systems. 

fnrirrio fnr^tfTrtrte hy NTT DoCoMo. 

Japan’s tendin g cettolar operator, to have wideband 
CDMA adopted as the standard in Japan. "This gives us a 
chance to havethesame standard in Japan and Europe, 
which has never-happened before/^safd Ericsson. 

- N<^ahdErtcs8cmbdieyB wi^hand a»4Ahastlte 
versatility and capacity to meettfae multi media data 

will fae able to enjoy aanuManeously Several different 
services over a single terminal; Far example, they could 
conduct a video conference white transf erring large data 
files at the same time. Crucially^ wideband CDMA will 
allow wteMng GSM users the possibility of a smooth 
migration to-the new system. . . 

This, is important because there wfll be an estimated 
9Wm subscribers .to GSMbased networks by 2001 when . 
the first commercial application of wideband CDMA is 
expected. NTT. DoCoMo win start testing the hew system 
next year. 7 Christopher Braton-Bumes, Stockholm 

Mahogany ‘endangered’ 

CSeeupeace^the leading ‘environmental pressure group, 
yesterday said there was a good chance that big leaf 
mahogany , found mostly on the American continent, 
would be. listed as an endangered species at a world 
conference in Zimbabwe. Ms Isabel McQea,a 
spokeswoman for the Amsterdam-based group, said a 
proposal by Bolivia and fhe.US to a 10-day Convention on 
International Trade in Endangered Species (Cites) would. . 
help con t ro l tirade in bi g iraf -mahogany Bolivia is the 
world's largest mahogany exporter arid the US the largest 

frap f H’fjw 1 , • 
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controversial proposal calling for a'partial lifting of the 
ban on ivory trading, to be submitted to the 138-member 
convention for consideration. ' /- Reuter, Harare 

Queensland electric car deal 

A contract wrath more than EcolSOm ($i47m) to bmld 90 
electric railcars- in Qnawnaiaiwi- An jtwifa ha« been 
awarded to a joint Venture between Adtranz and Evans 
Deakfn, in what they claim is the biggest passenger rail 
vehicle contract in Australia for almost 10 years. 

The Vehicles will be designed, by Adtranz, a joint 
venture between Daimler-Benz, the German industrial 
groqp, and the SwisaBwedish group ABB. They will be 
buSt in Maryborough, Queensland, atthefectories of 
Walkers-Adtranz. the Evans Deakiri.- Adtranz joint 
venture. 

The vehicles will use electric propulsion and control 
equipment from Adtranz fanTitiwi in Sweden. Hie first . 
cars are due to be produced and delivered by April 1999. 
The contract is expected to.be completed by April 2001. 

The deal follows the award to the same joint venture of 
an Ecn20m contract fear 10 electric rafleare from WestraS 
in Perth. Adtranz said ita share of the contract was worth 
more than EcuSOm. Graham Bowley, Frankfurt 

US moves on Manila exports 

The US has lifted caps an Philippine exports of radio 
pag ing rec ei vers and heating and cooling regulators, in an 
easing of its generalised system of preference (GSP) 
program me. Mr Cesar Bautista, Philippine department of 
trade and industry secretary, said removal of the 
restrictions would boost local companies’ exports by 50 
percent Exports of both products from the Philippines 
amounted to 982m in 1996. ■ 

. Under the US GSP programme, preferential tariffs are 
extended to exports from developing economies. Products 
can enjoy prefere nt ial tariffe as long as they are excluded 
from GSP quotas or co m pe titive need limits. The latest 
move from the US brings to 14 the number of Philippine 
products exempted. Justin Marozzi, Manila 

Private cash for Taiwan port 

Taiwan aims to enlist the private sector to build and 
Operate a planned new T$47.2bP (US$L69hn) port near the 
congested northern harbour of Keelung. The transport . 
ministry wffltorite private companies to bid on contracts 
for seven docks and other facilities for the port. Nearly 
half the project’s total funding - T$2US>n - is to come 
from the private sector. 

"The new port project win increase Keelung’.* overall 
capacity,” a ministry official said- The ministry did not 
.provide further details of the project or its financing. 

. The port development project might be based cm the 
buM-operatqtransfer model - enabling private 
companies to build and operate the port for decades 
before transferring operating rights to the government 
Keelung part, which is a natural harbour, is the main 
container and gr ain facility in northern part of Bin island. 

Laura Tyson, Taipei 

■ Motorola Multimedia Group, a unit of Motorola of the 
US, yesterday signed a contract to install up to 2.000 cable 
telephony lines in India for Indian telecommunications 
company Essar Commvision. 

Motorola said that it would also install an 
infrastructure for fixture cable television and Internet 
access services under tire project 
Motorola Multimedia Group develops, manufactures 
and markets systems for the converg en ce of voice, data 
and video communications services over broadband 
multimedia platforms. AP-DJ, Arl ington Heights 


§f?Oi The Crans Montana Forum 

£TJ*72 Swteartand - Vlllth yearly meeting 
SJKy | The Fcundaiton enjoys tf»Con^ 

Council of Europe 

•...•* 1997, JUNE 26 to 29 
The Reconstruction of 
Beirut and Lebanon! 

The Crans Montana Forum offers an exclusive business 
meeting al the highest level of economic decision makers 
around Mr Rafik AJ-Hariri. Prime Minister of Lebanon and 
top Ministers of his Government AH issues related to the 
reconstruction of Lebanon and its place in the regional 
co-operation will be studied; exchanges, foreign 
investment, incentives, energy, infrastructures, financing, 
airports, telecom, tourism, transport, banking etc. 

The Crans Montana Forum is the only Forum with a 
strictly limited access where you can really meet 
governmental representatives, officials and decision 
makers from all over the World (including International 
Organisations). 

Besides the traditional participation of Europe - Western, 
Central and Eastern - Central Asia and the South 
Mediterranean - more than 60 countries represented - the 
1997 Forum welcomes also top level delegations from 
Belarus, Egypt. Estonia. Kirghistan, Morocco, South 
Africa, Turkey, and Caucasus States (focus on transport 
& supply energy) 

Information and Reg is trati o n: phone (441 22) 791 70 
40, fax (+41 22)791 7041 


Power plants offer Bangladesh new hope 

B an gladesh has Signed 
¥400m worth of con- 
tracts to set up three 


B an gladesh has signed 
¥400m worth of con- 
tracts to set up three 
barge-mounted power plants. 

The investment Is part of 
larger molti-bilUon-dollar 
investment plans which 
interna tinna! power, oil and 
gas companies are proposing 
for fixe country, after recent 
discoveries of new gas fields. 

Bat the investment pro- 
posals may bring fresh polit- 
ical difficulties for the gov- 
ernment as any largescale 
power and gas development 
plan will inevitably involve 
exports Of to India This 
is a politically sensitive sub- 
ject in Bangladesh where the 
apposition parties frequently 
accuse the government of 
selling out'to New Delhi. 

Despite rthese problems, 
Bangladesh's fortunes are 
changing in a way few 
expected only several 
Tnrmthfl ago. 

The . government, which 
has been under pressure to 
explain the widening gap 



the energy minister, said. 

Japan’s Marubeni, the 
Swiss-Swedlsh -group Asea 
Brown Boron and the UK’s 


planned and laid 
The international compa- 
nies and financial institu- 
tions involved believe Ban- 


Midland Power .are among gladesh will have enough 
companies shortlisted to * gas to pay for file electricity 
establish three: .foxed. power, and -the pipelines. 


plants, with a combined' 
capacity of about 800MW 
over the next few years.- * 
The US oa cranpahy tTno-' 


; Their optimism follows the 
.’recent: discoveries and the 
enthnslastic ^response by 
intomatronal^oU and gas 


cal is reported .to have pro* : Companies to the govem- 
posed a. fourth fixed 300MW.:': nusit's..lSarch-. invitation to 
power plant near Shaba- bid for gas exploration rights 
bazpour gas field - in - the in' central and Western parts 


■‘teas :.j£. 






m 


sooth of the country, to 
which it ha s the Initial right 
of exploration. 


of the country. : \ 

The . . government has 
signed gas production abazs 


between the demand for and 
supply of electricity and .the 
resulting frequent power 
cuts, is now able to boast of 
having attracted foreign* 
investors to generate an. 
extra 300 MW of electricity in 
less than 10 months', time, 
when the three plants are 
expected to name on stream. . 

The plants will be set up 
on a bufld, own and operate 


basis. Negotiations are. con- 
tinuing with other compa-' 
nies for a fourth plant /of 
1Q0MW capacity. - • 

"These negotiations are 
expected to be completed in 
the next couple of weeks. 
After that, we plan. immedi- 
ately to start negotiating 
with the companies* short- 
listed to set up fixed power 
plants," Mr Nutuddin irimn, • 


-At.a total cost of$2ba 1 th» 7 'ing* agreements .with Csam ; 
new- power plants, with ami- ' ’Efrerg^' of the tlK -and Occi- r! 
biped! capacity; ‘Of about 'dentaE the TJS grrtnp; iimW 
L60QMW; wfU nearly .double ; : wh^ it!^ 
the coiniiTYB.ubility .torgai-.^ ^Crm cuft -of !gas per' day ■ 
erate - electricity to about :' from the fields’ Jn the Bay of ~ 
4,000 MW ova- the next five Bengal ahd.the northern Syt 
years-V- V •. hetregfonl v 

All the power plants will 1 But the agreements mito j 
eventually be. fuelled ^by gas -it deas- these companies will! 
from the recently discovered , bate tohe paid"in hard cun 
fidds, delivered through neve . Tendy ^ almo6t-2Q per cent 
pipelines which are yet to be . . io' cova invest-: . 


meats and profits. "The gov- 
ernment has to export part 
of its gas,” an executive of a 
US ail company said. 

“The government will 
have no choice but to export 
gas. to neighbouring India, at 
least for the first few years 
onto local industries gener- 
ate enough hard currency” 
said an expert of another 
company, pointing to the 
near impossibility at the 
moment of laying, pipelines 
-across Burma, Bangladesh 's 
other neighbour, to Thai- 
land. • , 

Enron International, the 
US wmpany. has already 
-drawn up the. outline of .a 
proposal for. an integrated 
c^ap^^inenetwtxk.. 

. . Sncb a, network of pipe- 
7 Hires could - eventually con- 
~ nect:Baogiadesh to frWHaj as 
wieU as fire gab fields in the 
north-east Indian state of 
.Tripura to West Bengal 
- thongh Bangladesh- - 

• Kasra Nail 
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Telecom groups look to wider ventures 


By James Kynge in Singapore 

Telecommunications groups are 
increasingly likely to seek tie-ups 
with computer manufacturers, soft- 
ware firms and other non-telecoms 
companies, according to Mr Frank 
Blount, chief executive officer of 
Telstra, the Australian telecoms 
giant. 

Mr Blount's message, which he 
delivered as the largest interna- 
tional telecoms fair ever held in 
Asia started yesterday, appeared to 
be partially reinforced by com- 
ments from Mr Bill Gates, chair- 
man of Microsoft Mr Gates said by 
video link from the US that Micro- 


soft would look for partners to 
develop new telecommunications 
technology so that one day any 
computer could be plugged in to 
any phone system. 

“Microsoft is not in the commu- 
nications business. But the future 
otf our business depends on new 
communications capacities," Mr 
Gates said. 

The Asia-Pacific region 
accounted for SL3 per cent of the 
$L60bn raised from telecommunica- 
tions privatisation throughout the 
world in the period 1384-96, said Mr 
Pekka Taijanne, secretary-general 
of the International Telecommuni- 
cation Unicm, which organises the 


world's communication links. 

Deregulation in the region has 
proceeded apace, with the 80 new 
operators created since 1990. In 
Malaysia, the ratio of cellular 
phones to population has climbed 
by 601 per cent in the past three 
years. Thailand has more mobile 
telephones than in all of eastern 
Europe and the former Soviet 
Union. In Cambodia, cellular sub- 
scribers outnumber those for fixed 
line services. 

Telstra, the Asia-Pacific’s second 
largest operator by revenue, is pur- 
suing a Joint venture In Australia 
and south-east Asia with Interna- 
tional Business Machines, the US 


computer group, that would offer a 
complete communications package 
to customers. 

“The customer could get their 
desktop and all the communica- 
tions leading to that desktop from 
one company," Mr Blount said in 
an interview. "I suggest that you 
are going to see a lot more” of this 
type of tie-up, he added. 

But past mergers and acquisi- 
tions between telecoms companies 
and computer companies have 
resulted in a clash of cultures and 
have been ultimately unrewarding, 
he said. The best way to seek con- 
vergence was by setting up sepa- 
rate joint ventures which would be 


focused on selling a complete pack- 
age to customers. - 

Mr Blount said Telstra remained 
in discussions with several tele- 
coms operators on the possibility of 
an international alliance. Such 
activities include talks with Con- 
cert, the entity resulting from a 
merger of British Telecom and 
MCI, a US carrier. 

For Telstra the most important 
point was to join the right interna- 
tional alliance partly because “you 
have got to remember that as soon 
as you have declared yourself with 
one, you have just made the others 
enemies”. 


Japan shoulders arms for Asian stability 

William Dawkins reports on progress towards a likely new US-Japan defence arrangement 


J apan may soon wake up 
to a more active role in 
Asian security, after 
having been a sleeping part- 
ner of the US for the past 
half century. 

The wake-up call came 
over the weekend in the 
form of an interim joint 
report with the US, propos- 
ing that Japan give substan- 
tially greater support than 
now to US forces in the 
event of an Asian conflict 
The report the first full 
review of US-Japan defence 
arrangements in nearly 20 
years, is seen in Japan as an 
implicit challenge to its paci- 
fist constitution, which bans 
so-called collective defence, 
the use of force against an 
attack on a partner. It will 
“inevitably lead to acting in 
unison with US use of force," 
says Mr Atsushi Furukawa, 
professor of constitutional 
law at Senshu University. 

The review was initiated 
at a US-Japan summit last 
year and the Japanese cabi- 
net will consider its sugges- 
tions in the autumn. It has 
predictably awakened anxi- 
eties in China, acutely sensi- 
tive to being ganged-up on. 
and has stirred up r umbling s 
among the anti-US military 
camp in Japan. 

However, the principle of 
Japan making a bigger con- 
tribution to Asian security is 
gaining increased domestic 
acceptance, as shown by the 
moderate tone with which 
the media greeted the report 
yesterday. The Yomiuri 


How Japan would help the US to help itself 


. Wartime support wbuid include: 

'V. • Refugee relief and transfer operations 

O Evacuation tor non-combatants via 
Self-Defence Force facilities as weU as 
. civilian ports and airports 
- - ' • Search aid rescue operations at sea 
JAPAN * Inspection of foreign ships to enforce 


NJCOREA. 


UNITED STATES 


TAIWAN 


sanc tio ns 

• .Atoyriog. use of Japanese feciBtles by-US ~ 

forces -- C . .- ~ V . ‘ * • .. 

• Provision of mat^ foxcept vraapons and 
ammunition) and fuel to US vessels and aircraft MEXICO 
O Land, sea and air transportation inside Japan for 
materiel Including weapons and ammunition, 

personnel aid fuel 

• Other ‘rear area - support Including maintenance. medcaJ 
services, security and convrnjnicationa 

• Intelligence sharing and co-operation in survafttanoe and 
minesweeping operations 


Shimbun, the largest circula- 
tion daily newspaper, said 
the government should re- 
interpret - though not 
change - the constitution to 
permit collective defence. 

The next step will be a 
parliamentary debate before 
the final joint report on the 
review of the US-Japan 1978 
defence co-operation guide- 
lines comes out in' the 
autumn. If all goes well, this 
wEU lead to legislation on a 
beefed-up defence pact in the 
following few months. Con- 
stitutional changes are not 
envisaged. 

Why should Japan con- 
sider taking a greater secu- 
rity role now? Its post-war 
economic success was due in 


part to a comfortable 
arrangement whereby the 
US guaranteed Japan's secu- 
rity, allowing it to concen- 
trate on industrial develop- 
ment Japan gave up the use 
of force to settle interna- 
tional conflicts, at US insis- 
tence, at the end of the sec- 
ond world war and to this 
day disingenuously calls its 
own military the “self- 
defence forces”. 

The balance shifted, how- 
ever, with the end of the 
cold war. when Japan 
became less vital to the US 
as a bulwark against com- 
munism in Asia, just as its 
success as an economic com- 
petitor was starting to create 
real alarm in US industry. 


With the US defence bud- 
get under strain, some in 
Washington feel that it is 
high timp for Japan to malto 
a greater contribution to its 
own defence. 

That sentiment is matched 
by the mainstream of the 
Japan's ruling Liberal Demo- 
cratic party (LDP), and at 
least half of the main opposi- 
tion group, the New Frontier 
party (NFP). who feel that 
the country is ready to 
assume slightly more clout 
on the world stage, commen- 
surate with its economic 
weight. 

The proposals in the 
report, adopted by senior 
defence officials at a meeting 
in Hawaii, would take Japan 


a small but significant step 
in that direction. If agreed 
by parliament, they would, 
crucially, oblige Japan for 
the first time to provide the 
US military with support 
outside Japanese territory. 

Support in areas around 
Japan would include, among 
40 concrete examples listed 
in the study, minesweeping, 
supply of fuel and lubri- 
cants, aircraft surveillance 
and information sharing. 
Within Japan, the interim 
report calls for the repair 
and maintenance of US 
equipment and transport of 
all kinds of US supplies, 
including weapons and 

ammnni rtOP- 

By Japanese standards, 
the potential consequences 
are stark. In the event of a 
US clash with North Korea, 
for example, a Japanese 
fighter jet engine repair 
plant in Nagoya would 
become a clear military tar- 
get 

In such a dash, a Japanese 
surveillance aircraft would, 
said a defence official yester- 
day, be unable to refuse 
a US request for data on 
enemy aircraft, even when 
flying outside Japanese terri- 
tory. 

Are ordinary Japanese and 
their sensitive Asian neigh- 
bours ready to see It take 
such risks and responsibili- 
ties? Probably, yes. In the 
immediate aftermath of the 
Hawaii talks, the first objec- 
tions come only from the 
most predictable quarters. 


Mr Xiong Guangkai, Chi- 
na's deputy chief of staff, 
described the proposed new 
guidelines as a return to 
“cold war thinking " at a 
meeting in Beijing last week 
with LDP politicians, who 
ware attempting to soothe 
Chinese sensitivities. 

But South Korean officials, 
whose memories of Japan's 
wartime behaviour are as 
painful as any, were yester- 
day quoted as saying that 
they did not object, as long 
as the Japanese military 
operated within constitu- 
tional rules. 

In Japan, those living near 
US bases - notably on the 
island of Okinawa - are 
understandably irked. Also 
predictably annoyed is the 
leftwing Social Democratic 
party, a traditional opponent 
of the US defence pact 

B ut on balance, the 
LDP. its ally the New 
Harbinger party and 
most of the NFP represent a 
sufficient majority for the 
government to have its way. 
Mr Ryutaro Hashimoto, the 
prime minister, yesterday 
showed suitable respect for 
consensus and stressed that 
there was no need to rush 
into an agreement 
There will be no r ush, but 
at the same time, the week- 
end’s agreement in Hawaii is 
the starting signal for an 
overdue and very important 
debate on Japan's role in 
maintaining stability in 
Asia. 


ASIA-PACIFIC NEWS' DIGEST 

Manila plans 
industry boost 

The P hilip pine government is launching a six-point plan 
to reverse the slowdown of the manufacturing sector after 
a disappointing industrial performance In the first 
quarter. The plan, which President Fidel Ramos has 
ordered to be implemented immediately, calls for the 
removal of crosssubsidies in power rates, a new tariff 
restructuring programme and liberalisation of the 
domestic shipping industry. It also includes a moratorium 
on the setting up of new duty-free outlets and a slimmer 
government incentive package for Investors. 

The move was prompted by worse than expected 
manufa cturing figures, which showed growth of 2.3 per 
cent compared with a 4.9 per cent rise a year ago. It is an 
indication that in spite of bullish statements from 
economic policy makers, Manila's confidence in recent 
economic growth and prospects for the future has been 
undermined. It also supports critics such as Mr Benjamin 
Dlokno, an economist in Manila known as the “prophet of 
doom”, who has long argued that Philippine growth is 
based on a superficial boom in the property and 
construction sectors. Justin Maraad. Manila 

Singapore industrial growth 

Singapore's industrial output rose in April after falling in 
February and March as its economy continued a gradual 
upturn. Manufacturing output rose 1.1 per cent in April 
from a year earlier, after falling 6.9 per cent in March and 
3.5 per cent in February. The main impetus came from a 
3.1 per cent rise in electronics, which account for 45 per 
cent of Singapore’s manufacturing value-added. The best 
performers were disk drives, computer peripherals and 
telecommunications equipment. The cumulative 
industrial output for the year, however, is 3.9 per cent 
below the output in the same period in 1996. Electronics 
output is 7.0 per cent lower. James Kynge. Singapore 

Hanoi groups fail profit test 

Vietnam said yesterday that about 50 per cent of state- 
owned companies in Hanoi bad failed to make a profit in 
the first quarter of this year. The official La Dong 
newspaper said they were suffering at the expense of 
leaner private competitors, which paid better wages and 
were more productive. Figures were not available for 
state enterprises in the booming south, where many are 
in joint ventures with foreign investors and may thus j 

appear to be in better shape. Although many state groups 1 
have privileged access to land and other resources, many ! 
foreign and local economists say they are loss-makers 
that will act as a serious drag on the economy if not 
scrapped or privatised soon. Jeremy Grant. Hanoi 

Hard line on N Korea food aid 

The US and South Korea yesterday ruled out large-scale 
food aid to North Korea until it joined peace talks, in spite 
of United Nations warnings of imminent famine, South 
Korea said yesterday. “We reaffirmed our position that 
any major assistance could be discussed during four-party 
peace talks.” the foreign ministry said. US, Japanese and 
South Korean officials, meeting yesterday in Seoul to 
co-ordinate policies on North Korea, agreed that foreign 
aid would help Pyongyang to overcome its food shortage. 
“North Korea certainly faces difficulties but it could avert 
famine with lm tonnes of international food supplies.” the 
foreign ministry said. Reuter, Seoul 
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F our men in London trial about Montana site deny charges of conspiracy to defraud 

Investors in Butte Mining ‘were misled’ 


By John Mason, 

Law Courts Correspondent 


Investors in Butte Mining, a 
company set up to extract suppos- 
edly valuable mineral deposits In 
the US, were misled by those in 
control of the company not declar- 
ing their interests in share issues, 
a London jury heard yesterday. 

Mr Clive Smith, a large share- 
holder who controlled Butte Min- 
ing, and three others made several 
millio ns of pounds between them 
after failing to declare they stood 
to benefit Cram the issues, it was 
alleged at the Central Criminal 
Court 

The truth about claims concern- 
ing the value of the mining 


reserves would also be a central 
issue in the trial, said Mr Douglas 
Day. prosecuting for the Serious 
Fraud Office. 

Mr Smith, he said, was "the cap- 
tain of the good ship Butte, put 
forward as a stately galleon with as 
much below the surface as above 
the surface. In fact, it was a flat- 
bottomed hulk with very little 
below the surface”. 

The four men each deny two 
charges of conspiring to defraud 
investors by concealing their per- 
sonal interests in the share issues. 
They are Mr Smith, an entrepre- 
neur of Balterley, in north-west 
England; Mr John Clarke, a Butte 
director; Dr Kenneth Clews, thg 
managing director of Robertson 


Research, a mining consultancy: 
and Mr Roy Bichan, a Butte direc- 
tor, the then chief executive of 
Robertson Research and a former 
president-elect of the Institute of 
Mining and Metallurgy. 

Mr Day said that during a raid 
on a firm of accountants in Jersey, 
the SFO found a web of offshore 
companies and trusts where the 
defendants and others acting on 
their behalf had secreted away 
many millions of pounds from the 
fraud. Jersey is tie largest of the 
Channel Islands between England 
and France. 

Mr Smith personally received 
shares worth many millions of 
pounds while Mr Clarke made 
£3.7m (96m), Dr Clews £234.000 


and Mr Bichan £73,000. the court 
heard. 

In 1987 and 1988. Butte Mining 
made two share Issues to raise 
money for the extraction of pre- 
cious and base metals from a mine 
in Butte. Montana, USA. the court 
was told. 

The fraud centred on the fact 
that the four defendants ah stood 
to benefit from the issues because 
they had personal interests in the 
mining rights to be purchased and 
neither Investors nor the London 
Stock Exchange were told of this, 
the court heard. 

The claimed value of the basic 
ore was some $292m which would 
translate into a pre-tax profit of 
$137m, Mr Day said. A report by 


Robertson Research stated that the 
real potential of the Butte mine 
could be double the stated corner 
vative estimates. But the valuation 
of the mine was disputed, he said. 

“One of the main thrusts of the 
case is that although the Robertson 
report pots the ore into a proven 
category of reserves, the Crown’s 
case is that not enough, work had 
been done to justify putting these 
reserves Into such a high category 
and saying it was economically 
extractable. The Crown's case Is 
that it was very much not the 
case.” Mr Day said. 

After the issues, shares worth £1 
rase in value in London to £1.83. 
before eventually collapsing to just 
a few pence. 


Partners may scupper 
‘bomb’ disposal effort 

B ig companies are well yi.- onmnntpr 011 main fr ame computers, 

on the way to tack- I LUiiipULCl would be expected to be par- 

ling the "millennium Hcj+f* nrrvhlf»m ic ticularly susceptible. 


How IT centre s face the mBIenlm n 


Do you have or have you had in the past, any production 
applications using a two-efigk date format for the year which 
may cause- problems in the year 2000? 

Total responses ■ Dtorft 3% 


Had in ttoparfffc 


B ig companies are well 
on the way to tack- 
ling the "millennium 
bomb" but their ability to 
survive the date change at 
the end of the century could 
be compromised by smaller, 
less well prepared business 
partners. 

This is the principal con- 
clusion of one of the first 
surveys of year 2000 aware- 
ness carried out among large 
companies worldwide 
The “bomb” - the conse- 
quence of the inability of 
most computer systems to 
rfifitingnish between this cen- 
tury and the next because of 
the way dates have been 
written in computer soft- 
ware - will threaten most 
business and social systems. 

Xephon, a UK-based con- 
sultancy, says computer spe- 
cialists are aware of the dan- 
ger; “The real problems 
seem to occur beyond the 
Information technology cen- 
tre, in embedded systems 
and in technical, business 
and legal relationships with 
partners, suppliers and cus- 
tomers. "Here there is a 
much larger degree of uncer- 


The computer 
date problem is 
being tackled but 
big companies 
need to beware 


tairtty about the future - 
many respondents either 
have no plans to explore 
these areas or simply have 
not got round to it yet" 

It warns: "Bearing in mind 
that smaller organisations, 
whose year 2000 survival 
may be key to the long-term 
success of the larger sites in 
this survey, are generally 
believed to be less aware of 
the threats posed by the mil- 
lennium, now could be the 
time for large enterprises to 
start including business 
partners and customers in 
their year 2000 plans." 

The survey was carried 
out in mid March among 298 
users of big computer 
systems, 159 in the US and 
Canada, 101 in Europe and 
38 elsewhere. These sites, 
r unning large-scale software 


on mainframe computers, 
would be expected to be par- 
ticularly susceptible. 

The survey revealed that 
70 per cent of the sites still 
had software to correct. The 
funds allocated to the prob- 
lem, however, remain small. 
Almost half the sites sur- 
veyed were applying less 
than 5 per cent of their soft- 
ware resources to the 
"bomb”. The US is dearly 
ahead of Europe in the 
amount of resources allo- 
cated to the problem and the 
number of sites which bad 
completed their remedial 
measures. 


Had and 
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Marginal 
North Sea 
fields to be 
developed 


By Robert Corzfne 
in London 
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T wo thirds of the sites 
said they expected to 
commit more 
resources to the problem in 
future while just over half 
said they planned to acquire 
staff to work exclusively on 
year 2000 software. 

The Xephon survey con- 
firms that software special- 
ists with the skills to work 
on older software will 
become scarce and will be 
able to flawumri premium sal- 
aries: “If, and it is a big If , 


the programming resources 
are available and affordable, 
most organisations seem rea- 
sonably well prepared to 
cope with their own require- 
ments” it concludes. 

Xephon describes as "chill- 
ing 1 ’ the fact that so few 
seem prepared to Investigate 
the state of preparedness of 
key suppliers, customers and 
business partners. Almost a 
third, for example, had no 
plans to check the prepared- 


ness of companies they used 
for facilities maintenance, 
while a quarter had no plans 
to check on companies in 
their supply chain. This, 
Xephon says, is faking trust 
to the cavalier teveL 
The survey was carried 
out for Ibex, an organisation 
for managers of big systems. 
Ibex is sponsored and admin- 
istered by Xephou. 


Alan Cane 


Deal on 
costs 

at Lloyd’s 
tribunal 


Electricity competition warning 


By Simon Holberton 
in London 


By Christopher Adams, 
Insurance Correspondent 


Mr Derek Walker, a former 
underwriter at Lloyd’s of 
London found guilty of neg- 
ligence by the High Court 
three years ago, has been 
landed with a bin of up to 
£100,000 ($163,000) after 
negotiating a settlement 
with a Lloyd’s tritnmaL 

Mr Walker was one of 
three underwriters at 
Lloyd's successfully sued by 
a group of Names - individ- 
uals whose personal assets 
have supported the Insur- 
ance market. They were 
some of the worst hit by the 
heavy losses of the late 
1980s and early 1990s. 

He appealed against costs 
imposed on him last year by 
a Lloyd's disciplinary tribu- 
nal, which had found htm 
guilty of misconduct and 
supplying false information 
to auditors. Lloyd's 
demanded he pay £96,000 
towards costs and a £20,000 
fine, as well as his own 
expenses of more than 
£140,000. 

Mr Walker's lawyers said 
yesterday that a settlement 
had been reached and the 
original bill reduced. Mr 
Walker Is stall expected to 
pay a substantial part of 
Lloyd’s costs. The fine will 
also remain. 


Electricity competition will 
fall to deliver gains to 
Britain's 25m retail consum- 
ers unless National Power 
I and PowerGen are forced to 
sell more generation equip- 
ment, according to London 
Economics, a leading consul- 
tancy. 

It also says that the two 
big privatised generators 
; should be stopped from mak- 
ing long-term contracts with 
electricity suppliers because 
these deals may inhibit com- 
petition in generation and 
lock in high-priced power for 
consumers. 

The consultancy argues 
that the big generators have 
a strategic interest in pre- 
venting competition in retail 
electricity supply. 


"Inhibiting the develop- 
ment of competition in sup- 
ply would potentially enable 
National Power and Power- 
Gen to blockade further 
entry into generation, and 
extract surplus profits from 
[retail] consumers,” London 
Economics says. 

Its report was prepared for 
East Midlands Electricity, 
the formerly state-owned 
enterprise which is now a 
subsidiary of Dominion 
Resources of the US. The 
study has been sent to Pro- 
fessor Stephen Littlechild, 
director-general of Offer, the 
industry regulator, and is 
due to be given to the 
Department of Trade and 
Industry today. 

It comes ahead of a meet- 
ing on Thursday between Mr 
John Battle, the energy min- 
ister, and the chiefs of the 


UK’s 14 public electricity 
suppliers and Prof Little- 
child. Many of the other sup- 
pliers are US-owned. 

The minister is expected to 
tell the industry that he is 
committed to retail electric- 
ity competition from April 
1998. 

The debate about competi- 
tion has centred so far on 
the inability of some electric- 
ity companies to have their 
computer systems ready for 
the start. London Econom- 
ics’ report, however, high- 
lights a different set of con- 
cerns. 

It says the big generators’ 
market power is likely to 
extend beyond 2000. 

Moreover, their bidding in 
the wholesale electricity 
market suggests it remains 
“uncompetitive" in spite of 
the transfer of G.QQ0MW of 


power stations to Eastern 
Electricity. 

London Economics says 
the bidding by the three gen- 
erators deviates from under- 
lying costs. “In a more com- 
petitive market a higher 
degree of correlation 
[between costs and bidsj 
could reasonably be expec- 
ted," it says. 

Since the end of last year 
both National Power and 
PowerGen . have been 
attempting to get electricity 
companies to sign long-term 
supply contracts. 

It warns, however, that if 
this is permitted the con- 
tracts could be designed so 
that they prevent new entry 
into generation and extract 
excess profits from, consum- 
ers. 
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Motorcycles find new niche 


By John Griffiths in London 


Worsening traffic jams are 
contributing to a renais- 
sance for motorcycles an d 
scooters. Total UK sales may 
reach 100,000 this year for 
the first time in more than a 
decade. 

Statistics issued by the 
Motorcycle Retailers Associ- 
ation yesterday show that 
sales in the first five months 
of the year rose by 34.4 per 
cent to reach 32,288 - up 
from 24,028 in the same 
period of 1996. With the tra- 
ditional August sales 


“bulge" looming for powered 
two- wheelers as well as cars 
the country’s motorcycle 
dealers are wen on course to 
exceed last year’s total mar- 
ket of just under 70,000. The 
“bulge" occurs when up to a 
quarter of the year's total 
sales are made in a month 
because of the Issue of a new 
registration prefix. 

“The sales figures for the 
year so far show dearly that 
people are fed up with unrel- 
iable public transport and 
permanently congested 
streets." Mr Kevin Kelly, 
director of the association. 


said last night. The associa- 
tion represents 400 fran- 
chised motorcycle dealers. 
The 400 are the majority of 
those left after the collapse 
of the UK powered two- 
wheeler market during the 
1980s and early 1990s. 

Some 315,000 powered two- 
wheelers were sold through 
more than 2,000 dealers in 
1980, the industry's record 
year. It also marked the start 
of a decline which lasted 
until 1993, when sales had 
dropped to 46,724 and virtu- 
ally an entire retailing struc- 
ture had been laid waste. 


Motorcycle industry 
observers regarded the 
decline as marking the end 
of an era in which motor- 
cycling had been regarded 
mainly as an affordable 
alternative to a car for much 
of the working population. 

The renaissance, according 
to Mr Kelly, "is based an a 
completely different market: 
it is mainly leisure-based, 
with much more stylish and 
expensive machines being 
bought - but with their 
appeal now gr eat ly increased 
as a result of their ability to 
cut through congestion". 


The first company to 
specialise in the develop>- 
ment of small, “economi- 
cally marginal” North. Sea 
oilfields has been formed in 
Aberdeen, Scotland, in what 
is seen as the start of a third 
phase in the evolution of the 
area. 

Venture Production is one 
of the first oil production 
companies to emerge from 
the oil service sector. Mr 
Larry Kinch. a director of 
Venture, is also chairman of 
• Petroleum Enginee r ing Ser- 
vices, the Aberdeen oil ser- 
vice company In which Hal- 
1 U burton, the Mg US energy 
services group, has recently 
taken a 26 per cent stake. 

Executives from Venture 
say they will use the latest 
technology. Including 
“smart wells" controlled by 
computers and innovative 
financing arrangements, to 
"redefine the marginality" 
of tiie 500 or so small pools 
of oil bypassed in the past 

PES has specialised in 
"intelligent well comple- 
tions”, an emerging technol- 
ogy that win enable oil com- 
panies to control a reservoir 
via a computer within the 
well. Mr Kinch says such 
technology will be crucial to 
marginal field development 
as it should lead to a 5-15 
per cent improvement in 
ultimate recovery rates. 

Mr Bunch said many of the 
small pools were discovered 
25 years ago in the first 
wave of North Sea explora- 
tion. But a combination of 
their size and distance from 
existing platforms has made 
them economically unattrac- 
tive, especially to the bigger 
oil companies. 

“The large operators say 
they have bigger fish to 
fry," said Venture. “But 
there is a reserve base out 
there which should last 
another 30 years.” 

A study published last 
week by Arthur Andersen, 
the accountants and consul- 
tants. concluded that about 
lGbn barrels of on equiva- 
lent remain to be discovered 
off Britain and Ireland. 

Mr Kinch and his col- 
leagues say new technolo- 
gies can boost nltimate 
recovery rates and allow 
earlier production from 
marginal fields, improving 
the net value of a develop- 
ment by 15-30 per cent. 

Innovative financing tech- 
niques will also play an 
important role in marginal 
field development Venture, 
which has received financial 
backing from the 3i group, 
is looking into ways in 
which funds could be raised 
on the derivatives market 
The company is looking at a 
listing on the Aim market 


UK NEWS DIGEST 


US toy group 
in $3m NI move 


Step2, a US manufacturer of plastic toys, is to op<*n us 
first factory outside the US in Coleraine, one of the big- 
gest towns to Northern Ireland. Step2. founded in 1 ^vj* 
based to Streetsboro. to Northern Ohm. and ^ 
tones to the state. It supplies big retailers such as Toys R 
Us with products including climbing frames and ride-on 
toys. It also makes plastic household products suvn as 
garden furniture and mailboxes- ... . 

The company Is to invest £ii*m ($3. uni m 
plant, and has received a grant or almost !»*>.«*» from 
the state-owned Northern Ireland Development muni. 
Step2 said it had considered other sites ui ttw‘ vk ami 
Ireland for the factory, which will be its European pnxltir 
tioa, centre. The Steps announcement is the latest in a 
series in the past week which will see more than umo 
jobs being created to Northern Ireland. The Step- factory 
will employ 52 people. 


■ THE ECONOMY 

Output increases 1-2% in April 


Industrial output surged by 1J1 per cent in April, after a 
fall of 0.2 per cent to March and a 0.5 per cent decline in 
February, according to the Office of National Statistics. 
April’s boost pushed the annual increase to industrial out- 
put to a healthy 22 per cent compared with the Increase 
of only 0.2 per cent in the year to March- 

The pick-up In domestic demand was helped u> an 
improv emen t in the manufacturing sector. Its output 
grew by 0.6 her cent during April, translating Into :in 
annual increase of 2.3 per cent. In the three months to 
April, manufacturing grew by 0.7 per cent, from 0.4 per 
cent previously. By comparison, the latest gross domestic 
product figures showed service industries growing at a 
quarterly rate of l.i per cent. 

Mr Simon Briscoe, economist at the Sikko Europe secu- 
rities house in London, said the production figures were 
stronger than expected and manufacturing was perform- 
ing better than anecdotal evidence suggPStiHt. But he 
warned that Mr Gordon Brown, the chancellor of tin* 
exchequer, should not be tempted into leaving taxes 
untouched to the Budget on July 2. “Just because the 
weakness of exports is being masked does not mean that 
all is rosy in the economy. Policy should still he biased 
towards fiscal measures." he sa\d. Meanwhile, retailers 
reported that sales were continuing to grow at a steady 
level, up 4.8 per cent. Richard Adams 
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CHEMICALS 


ICI closes plant after gas leak 


ICTs Tioxide division has had to close a factory following 
a pollution incident Tioxide is the division of ICI tliat 
makes the white pigment titanium dioxide. Tioxide hist 
week produced its annual environmental report, which 
said the company bad significantly improved its perfor- 
mance to almost all areas. But last week Tioxide also had 
to close its works at Greatham. in north-east England. foK 
lowing an emission of potentially toxic titanium tetrachlo- 
ride gas. The Environment Agency, the government 
watchdog, said it was the sixth "significant incident" 
since December 1995. The agency issued a prohibition 
notice on Thursday preventing the factor)' from reopening 
until the company bad repaired the affected plant and 
improved maintenance procedures. Michael Peel 


■ CHANNEL TUNNEL UNK 

Tenders invited for five contracts 


London & Continental Railways, the consortium develop- 
ing the Channel tunnel rail link, has invited tenders for 
five tunnelling contracts under the capital worth £8Q0m 
(31,304m). The 68-mile high-speed rail link between Lon- 
don and the tunnel, which runs between England and 
France, has been beset by delays because of arguments 
over its route. The group has already received the first 
bid for the single largest tunnelling deal, worth £300m. 

The consortium consists of: Bechtel, the US engineering 
company; SBC Warburg, the investment bank; Mr Richard 
Branson's Virgin Group; National Express, the UK pas- 
senger transport group; SNCF/Systra. the French consul- 
tancy; London Electricity; and Ove Amp and Halcroiv, the 
design engineers. 


CITY REGULATION 


Forex firm wound up in court 


| Global Foreign Exchange Corporation, a London-based 
foreign exchange dealing firm, was yesterday wound up 
in the High Court following legal action by the Securities 
and Investments Board, the City of London regulator. SIB 
began its action against Global, alleging it was carrying 
out unauthorised investment business, after the firm was 
refused authorisation by the Securities and Futures Asso- 
ciation, another watchdog. John Mason 


Applications are invited fora new prize, established in memoxy of Nico Colchester, 
who died in 1996 at the age of 4% after an outstanding career at the PtnandaL Times, 
The Economist, and the Economist Intelligence Unit Nico was one of Britain's 
finest writers on foreign, especially European, affairs as well as business and tech- 
nology, and one of his particular talents was the use of humour to cast light on seri- 
ous matters. 


Importers’ share of market for commercial vehicles well below figure for c ars 

Truck registrations down 9 per cent 


By John Griffiths 


The trustees of the Nico Colchester foundation will award the prize to the best, spe- 
cially-written 1/xxHNord article that reflects that flavour of Nice’s own work. Appli- 
cants should submit their article, in English, on a subject they believe to be central 
to the future of Europe's political, economic, scientific or business development 

Applicants should be young, should be pursuing or intending to pursue a career in 
journalism, and be citizens of a European Union country other than Britain. 

The prize will consist of a threiMnonth internship at The Economist, in the autumn 
of 1997. The foundation will provide a bursary of £4000 to cover travel and accom- 
modation, while The Economist will pay a small weekly stipend. The 1998 prize will 
be an internship at tire FT. 


Entries, by the closing date of June 27th, should be sent to: The Editor (Nico 
Colchester prize), The Economist, 25 St James's Street London swia me. 

The foundation for this prize has been established jointly by the Halifax bank, the 
Fowtcial Times and The Economist Anyone wishing to make further donations 
to the foundation may write to foe Nico Colchester Foundation trustees, c/o foe 
Editor, The Economist 


Registrations of new trucks 

were 9 per cent lower last 
month than to May 1996, the 
Society of Motor Manufac- 
turers and Traders reported 
yesterday. 

The industry could take 
some consolation from the 
fact that the decline was less 
than in earlier months. The 
sector's continuing weak- 
ness, however, is producing 
mounting concern. 

Registrations for the first 
[ five months of this year 
were 19.5 per cent lower 
than in the comparable 
! period of 1996. last month's 
performance was described 
as “disappointing*' by Mr 
! Roger King, the SMMT's 
public affairs director. 

The decline to the trucks 
sector last month • was 
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Mr Tony Blair, the prime 
minister, will address the 
entire management board of 
Ford, the second-biggest US 
motor manufacturer, when 
it holds Us quarterly meet- 
ing is London this week, his 
office said. James Blitz 
writes. It Is understood that 
Mr Blair will discuss a 
range of issues with the 
board, led by Sir Alex 
Trotman, its British-born 
chairman. These include 
investment in Europe and 
the importance of flexible 
working conditions in 
Britain and the US. 


shared among most truck 
manufacturers. The excep- 
tion was lveco Ford, which 
registered an 11 per cent 
Increase, despite the mar- 
ket's awareness of its deci- 


sion to close truck manufac- 
turing to the UK and rely on 
lveco- built imports. 

Unlike tile car trade, in 
which imports are taking a 
growing portion of the mar- 


ket. imports of commercial 
vehicles of all kinds fell 
again in May to 47.3 per 
wmt, from 47.9 per cent a 
year ago, Increased activity 
by retailer; and small busi- 


Tigers fill up. Page 19 
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nesses is thought to lie 
behind a sharp rise in the 
market for new panel vans - 
typified by Ford's market - 

leading Transit . in May. 
Panel vans are the larger 
type which are nut bused 00 
ear designs. 

Last month's 22 per cent 
yrar-on year rise in rvgist ra- 
tio ns to ll.SK represents an 
acceleration of the recovery 
in this sector - which 
includes light pick-up tracks 
• since the start of this year. 
It brought total registrations 
for the yew’s flrat five 
months to 53,100, a year-on- 
year rise of 4,1 per cent- 

The market for light vans, 
mainly those derived from 
cars, also improved last 
month, rising by B? P*r 
cent, year on year, to 7,082- 
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international gas industry 


powerful forces for change unleashed by 
the liberalisation of the market in the US 
and UK are transforming gas into a globally 
integrated industry, says Robert Corzine 




Proved reserves at end 1996 


MdifisEaa^ 


Major trade movements 1993 
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Natural benefits 


are recognised 


T he world's natural g«s 
industry appears to be 
entering a period of 
robust good health. Most gas 
executives shy away from 
m aking wild predictions of 
future success but there is 
growing talk of a period of 
sustained high growth as the 
world begins to recogise the 
environmental and commer- 
cial advantages of natural 
gas. 

Global production last 
year rose by more than 5 per 
cent to meet fast growing 
demand for gas, particularly 
as a fuel for combined cycle 
gas turbine power plants. 

A hast of new fields and 
infrastructure projects has 
been announced in a devel- 
opment that could lead to 
the creation of truly inte- 
grated transportation grids 
in big gas consuming 
regions such as Europe. 
International banks have 
shown a growing appetite to 
invest in the sector, with 
loans for key pipeline and 
liquefied natural gas projects 
many times oversubscribed. 
And, as in the oil industry, 
the application of new tech- 
nology is helping to bring 
down costs and to open up 
new sources of supply. 

For those industry execu- 
tives who have spent most of 
their careers trying to per- 
suade the outside world of 
the merits of natural gas, the 
events of the past few years 
provide compelling evidence 
that the sector has finally 
emerged from under the 
shadow of the oil industry. 

But the rapid growth that 
looks set to engulf the gas 
industry over the next 
decade is unlikely to be 
wholly benign, and the pace 


of change that some believe 
will sweep over the industry 
in corning years may prove 
too much for the faint- 
hearted and those who fa il 
to adapt. In countries such 
as the US and the UK, where 
gas market liberalisation >w«t 
swept away the old monop- 
oly structures of the indus- 
try, many gas producers, 
transporters and distributors 
have struggled to come to 
terms with the changes. 

In the US some have faile d 
while others merely faded 
away or were taken over. In . 
the UK there has been a 
seemingly never-ending 
struggle between British Gas 

- now demerged into the 
pipeline operator and 
explorer BG and Centrica, 
the domestic gas distributor 

- to keep up with its regula- 
tor and the demands of 
growing competition. The 
company's plight has served 
as a salient warning to its 
monopoly counterparts in 
continental Europe of just 
how potent regulatory 
reforms can be for estab- 
lished companies. 

But the changes brought 
about by liberalisation have 
enabled others to create 
businesses that did not exist 
before the wave of reforms 
hit the industry. The emer- 
gence of a deep liquid whole- 
sale gas market in North 
America has spawned major 
companies, such as the Nat- 
ural Gas Clearinghouse and 
other large-scale gas traders. 
And the liberalisation of the 
wholesale gas market in the 
US has also brought about 
lower prices. The same could 
soon happen in Europe. 

The US has also led the 
way in the convergence 


between the gas and the 
electricity industries. Utility 
groups are emerging to pro- 
vide consumers with energy 
packages. The economic 
attractions of highly effi- 
cient combined cycle gas 
fired turbines is such that 
some established utilities 
fear they wiU be left with 
billions of dollars worth of 
stranded generating assets 
made redundant by energy 
sector restructuring. The 
American Gas Association 
predicts that restructured 
electric utilities and indepen- 
dent power projects wiU be 
the fastest growing market 
segment for gas to 2015, with 
additional opportunities far 
growth arising from the 
expected closure of many 
nuclear plants. 

Liberalisation has taken 
yet another turn in the UK, 
where full domestic competi- 
tion is due to be introduced 
over the next year or so. The 
speed with which Britain is 
entering an era of full com- 
petition has frightened many 
senior figures fro m continen- 
tal Europe's gas monopolies, 
some of whom have been 
putting up a fierce battle to 
scupper a new gas directive 
aimed at the gradual liberal- 
isation of the European 
Union’s gas market At the 
time of going to press the 
fate of the EU gas directive 
r emain ed uncertain. 

But even if a directive 
does not emerge this year, 
few in the industry believe 
there will be any letup in 
the demand for change in 
the European industry, 
where gas prices are signifi- 
cantly higher t han in compa- 
rable liberalised markets. Mr 
James Ball, an industry con- 
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sultant warns that 'The 
more they (the opponents of 
the directive) resist change, 
the more likely it is that 
they wiU be a victim at a 
sudden change in policy”. 

Part of the expected 
change in Europe is likely to 
come about by market farces 
linked to the completion 
next year of a pan-European 
gas grid. A subsea pipeline 
now under construction 
between the east coast of 
Britain and Zeebrogge in 
Belgium is the last pssgntfai 
piece in a grid that will 
stretch from the remote Arc- 
tic regions of Russia to 
Ireland. Its completion wifi 
enable the UK to became a 
significant gas exporter to 
continental Europe for the 
first time. The interconnec- 
tor may also act as the trig- 


ger for tbe formation of 
Europe’s first formal market 
in gas futures. 

Increasing export capacity 
to western Europe by the 
main exporters to the region 
and the prospect of an ensu- 
ing gas glut will also put 
pressure on the existing 
industry structure. More 
suppliers may emulate Gaz- 
prom, Russia's gas giant, in 
moving deeper into Europe's 
downstream gas market 

Integration of infrastruc- 
ture and the development of 
new reserves is the main 
theme in the Mediterranean. 
Companies such as ENI of 
Italy are seeking ways to 
match the reserves of North 
Africa and Egypt with fast 
growing gas consuming 
countries on the northern 
and eastern shores of the 


Mediterranean. Some even 
see the need for a gas ring 
around the region. Suppliers 
even further afield, such as 
Iran. Turkmenistan and 
Qatar wonder whether they 
could carve out a share in a 
greater European gas mar- 
ket 

Elsewhere the gas indus- 
try is experiencing an invest- 
ment boom. In South Amer- 
ica trunk pipelines are being 
built to link distant reserves 
to last growing power and 
industrial markets. 

Economic growth is also 
the "lain driver behind 
growing gas demand in Asia. 
A number of new liquefied 
natural gas export projects 
to the region are being pro- 
moted, with some aimed at 
e m er gin g markets in India, 
Pakistan, China and Thai- 


land. But the LNG industry, 
considered the most staid 
element of what has been 
one of the most conservative 
sectors, is also facing pres- 
sures to change as it moves 
into riskier markets. 

The traditional LNG trade, 
in which blue chip consum- 
ers such as Japanese, Tai- 
wanese and South Korean 
utilities pay a big premium 
to secure dependable 
long-term supplies from 
mostly Asian suppliers such- 
as Indonesia and Malaysia, 
seems secure. But many 
wonder whether the new 
LNG market may undermine 
the traditional model 

The positive outlook for 
the industry overall is also 
reflected in growing opti- 
mism that substantial 
remote gas reserves, for 


which there is no present 
pipeline or LNG market, 
may soon be able to be con- 
verted economically to virtu- 
ally pollution-free diesel fueL 
Companies such as Royal 
Dutch/Shell, Exxon, Statoil 
and Sasol are scrambling to 
fine-tune the technology that 
could see gas for the first 
time making inroads into 
traditional oil markets. 

Many older executives 
meeting twt week at the 
International Gas Union in 
Copenhagen can take pride 
that an industry they know 
well is doing so well and in 
such an independent way. 
But they should be careful 
not to dwell on the past 
Powerful forces have already 
been unleashed that promise 
to transform the industry. 
There is no turning back. 
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2 INTERNATIONAL GAS INDUSTRY: 


LIQUEFIED NATURAL GAS • by Robert Corzine 


Fox many years the world’s 
liquefied natural gas indus- 
try has been run on the lines 

of an exclusive dub. Every- 
one knew each other, and 
perhaps more importantly, 
the handful of buyers and 
sellers agreed on a set of 
rules that, to the words of 

one executive, “defied the 
simple laws of economics". 

Buyers such as Japan 
agreed to pay premiums for 
secure LNG supplies and to 
guarantee the purchase of 
large volumes over long peri- 
ods. Sellers installed expen- 
sive redundancy to their 
plants to reassure the buy- 
ers. They also accepted rela- 
tively low returns on a net 
present value basis, in 
exchange for large, 
long-term cash flows. 

But the cosy, club-like 
arrangements between three 
big blue chip Asian buyers - 
Japan, Taiwan and South 
Korea account for the lion's 
share of the world's LNG 
trade - and a handful of sell- 
ers are being ch a ll e n ged by 
entrants to the industry and 
the emergence of markets 
with radically diff erent 
requirements. 

Over the past few years a 
large number of countries 
with significant gas reserves 
in the Middle East, Africa, 
the Caribbean and Asia have 
announced their intention to 
enter the industry, while the 
established sector leaders, 
such as Indonesia and Mal- 
aysia, have decided to add to 
easting capacity. 

Executives say the surge 
in activity is partly due to 
improving economics. 
Although most LNG projects 
are multi-b illion dollar ven- 
tures, the “gold plating” that 
characterised many of the 
first generation plants, with 
their emphasis on reliability, 
is no longer seen as such an 
essential element. In addi- 
tion technological progress 
has helped to bring down the 
unit cost of the individual 
liquefaction processing units 
or trains, which have also 
grown considerably. 

The market for LNG has 
also proved to be robust The 
environmental and economic 
benefits of using LNG to fuel 
combined cycle gas turbine 
power plants has been a 
powerful factor behind grow- 
ing demand in both the 
Asian LNGconsuming coun- 
tries and in new markets. 

Another Important factor 
behind the growth of the 
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Cosy old club sheds 
its exclusive image 


New projects and new rules may impact on old markets 


industry has been access to 
the large amounts of capital 
needed to underwrite such 
deals, in recent years bank- 
ets in Europe and the US 
have joined the Japanese 
banks in funding projects. 

Qatar is a case in point 

Ten years ago, say bankers 

in London, few big interna- 
tional banks would have 
been prepared to lend the 
billions of dollars needed to 
get the Qatar Gas and Ras 
LafEan gas projects off the 
ground. But the combination 
of long-term co n tract s from 
Japanese and South Korean 
utilities and the long-term 
US dollar cash flows pro- 
duced by such projects 
means bankers are no longer 
reluctant to make large 
loans to projects in rela- 
tively unknown countries. 

The banks have also come 
to believe that LNG projects 
can be viable even in coun- 
tries whose overall political 
stability la questionable. 
Many LNG plants are in 
remote areas of the produc- 
ing countries, while the hard 
currency cash streams mean 
most governments of what- 
ever make-up would be loath 


to see them end. 

But a big question facing 
the industry is whether new 
projects aimed at second or 
even third tier consuming 
markets will find the samp 
levels of financial support as 
those aimed at traditional 
LNG consuming countries. 
There is also concern as to 
whether new rules will upset 
the established way of doing 
business. 

“For the time being the old 
markets will continue to buy 
in the traditional way.” 
believes Mr Martin Houston, 
director of LNG at British 
Gas International, the 
upstream arm of BG pic. 
“But the conundrum for a 
lot of people is how will the 
new LNG business impact 
on the old markets. 

Although some new LNG 
ventures, such as the Niger- 
ian project at Bonny Island 
are aimed at Europe, the 
main emerging markets 
remain in Asia in China, 
India and Thailand. 

But as Mr Houston notes, 
the new LNG market is 
likely to “be a much riskier 
business”. But it is not only 
an issue of creditworthiness 



In Salah Gas 


A new source of gas for 
southern Europe 


For further information please contact 
Ahmed Messili or Brian Hunter: 


Carnegielaan 1 1 

2517 KH Den Haag The Netherlands 
Tel +31 70 311 8585 
Fax +31 70 311 8580 


In Salah Gas is a gas marketing joint venture 
of Sonatrach and BP Exploration 
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ASIA • by Andrew Symon 


Foundation for 
regional growth 


Europe with connections 
between cast Siberia and the 
Russian Far Bast to Japan. 
Korea and China. There is 
talk of pipelines from Turk- 
menistan in Central Asia 
through China to Japan, 
from Turkmenistan to south 
Asia, and a trans-Aswn sys- 


Investment is 
needed if 
ambitions are to 
be more than 
pipe dreams 


Asia leads the LNG field but other regions are expanding - a new LNG plant in Trinidad 
owned by the Atlantic LNG Company is aimed at Europe and the US 


and the price they may be 
willing to pay. “Volume 
could also be a stumbling 
block,” says Mr Houston. 

The viability of new LNG 
markets may also depend on 
how successful producers 
are in attracting LNG users 
outside the power generation 
sector. 

Such countries might also 
need more flexibility in the 
long-term contracts that 
underpin the industry. 
Shorter contracts, price re- 
openers and flexibility in 
volumes may soon make an 
appearance. But not every- 
one in the industry expects 
radical change. “I don't see 
vast changes in the struc- 
ture of the contracts,” says 
Mr Doug Buckley, head of 
the downstream gas busi- 
ness at Shell’s Malaysian 
subsidiary, a minority part- 
ner in the giant Bintulu 
LNG project 

But whatever changes are 
in store, there seems no 
shortage of companies seek- 
ing a way into the business. 
As Mr Houston notes: “Once 
the debts have hem paid off, 
LNG plants are an enormous 
cash machine.” 


Gas In Asia is promising to 
enter a new era, becoming a 
key building block for eco- 
nomic development in the 
region. But if gas is to 
achieve its potential, then a 
huge amount of capital is 
needed to build the infira- 
stru cftg e to transport gas to 
markets - be it for domestic 
transmission systems for 
countries which have their 
own gas resources or for gas 
traded across borders to 
those without through pipe- 
lines or liquefied natural gas 
(LNG) processing, shipment 
and recdval port facilities. 

The Asian Development 
Bank (ADB) estimates fman- 
dng of at least J70bn daring 
the next 15 years is needed 
for the prog ramm es of its 
developing member country 
governments in Asia. And, 
as in other infrastructure 
sectors, mobilising this level 
of resources win pot pres- 
sure on governments to 
allow private sector invest- 
ment and competition In 
what in many cases have 
been public sector monopo- 
lies. and complementary 
reform of pruhhc sector utili- 
ties. 

As ADB executive direc- 
tor, Julian Payne of nanada 
says; “F inancing of such 
huge amounts clearly 
requires rethinking of some 
of the past financing prac- 
tices and a redefinition of 
the role of the public sector. 
“Gas use and production in 


the region are expanding at 
about six per cent a year, 
some five times the world 
rates. However, Aria's share 
or world gas consumption is 
still only 10 per cent or 
about 7 trillion cubic feet 
(TCF) a year. This is despite 
the often near double digit 
GDP growth rates of coun- 
tries in the region. 

There are plenty of gas 
resources that can he har- 
nessed within the region 
with a total reserves to pro- 
duction ratio (R/P) of more 
than 65 years and good pros- 
pects for more discoveries. 

. The problem is getting the 
gas to market, as John Sod- 
erharan. principal author far 
the Paris-based Int erna tional 
Energy Agency's Asia Gas 
Study, and Asia Electricity 
Study, and now independent 
consultant, says, “It's a bit 
of a chicken and egg situa- 
tion. Once there is supply, 
then demand will grow. We 
have seen it again and again. 
As soon as a piped grid is in 
place, power plants and 
industrial users start switch- 
ing over. “And once the 
infrastructure is In place to 
supply gas. then there are 
big incentives for other com- 
panies to explore it if they 
are able to supply gas 
through the pipelines,” Sod- 
erbaum says. 

When gas is available to 
consumers then there is a lot 
in its favour. The fuel is effi- 
cient, its environmental 
impact in terms of polluting 
emissions is lower than for 
other fossil fuels, and gas 
fired power plants can be 
built at lower cost and more 
quickly than coal fired and 
nuclear power plants. 

But in the power sector in 


Asia, reflecting the absence 
of gas grids, it is coal-fired, 
rather than gas-fired plants, 
that are expanding at a Cas- 
ter rate, according to Austra- 
lia's Bureau of . Agricultural 
and Resource Economics 
(Abarek 

The distinctive character- 
istic of gas In Asia, unlike In 
Europe and North America, 
is the large rote played by 
LNG, supplied by Indonesia. 
Malaysia and Brunei within 
the region, and Australia, 
the Middle Ease and Alaska 
from without Asia accounts 
for more than 75 per cent of 
world LNG consumption. 
This is a product of high 
demand from Japan, and 
more recently South Korea 
arid Taiwan, which lack 
their own gas resources. 
Asian producers of natural 
gas, until recently, were 
producing almost entirely 
for LNG export rather than 
for domestic markets. Indon- 
esia and Malaysia are only 
part of the way towards 
establishing their own 
national grids. 

There Is virtually no inter- 
national pipeline gas trade, 
with the only cross border 
pipeline being that between 
Singapore and Malaysia, 
unless one also counts the 
recently completed pipeline 
from China’s Hainan region 
to Hong Kong. There are 
visions though of Changing 
the face of Asian gas 
through pipeline networks 
stretching across regions 
and even continents. 

Most dramatic are propos- 
als of the National Pipeline 
Research Society of Japan 
and the Korea Pan-Asta Nat- 
ural Gas Association for 
pipelines from Alaska to 


Japan 41.2 41.5 406 

S. Korea 5.7 6.8 9.5 

Taiwan 23 2.5 2S <1 .frlhC -&■. 

India - 
Thailand 

China . . 

I Total 49.1 509 505 

Source: OKftgm «nd Enat Vfmt Caritro. H —nfl 
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Introducing a new monthly newsletter from FT Energy 


Asia Gas Report 


Intelligence and analysis of the Asian gas markets 


Asia Gas Report draws on a network of international 
correspondents and often exclusive sources to provide 
news and analysis not available elsewhere. 

Each month, you can expect 
incisive comment and informed 
insight into the world's most 
dynamic gas markets - delivered 
straight to your desk. 
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region’s gas industries, including: 


exploration 

production 

consumption 

pipelines 
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tern. 

However, most observers 
believe that regional and 
sub-regional pipeline devel- 
opment will be tncreracntaL 
In the meantime. LNG sea 
shipment will continue to 
play a large role with Thai- 
land. Indin and possibly 
China becoming Importers, 
at least until local reserves 
and systems are developed 
and international pipeline 
connections are made. 

“There will not be a grand 
government plan approach,” 
says Mr Sod erbaum. “It Ls a 
question of governments not 
having money for grand 
schemes. What we will sec Is 
a piecemeal approach with 
countries working up their 
own domestic pipeline 
systems within their coun- 
tries and the economics of 
connections between coun- 
tries will become increas- 
ingly obvious. Governments 
will do some of it. while the 
private sector will step in 
more and more.” 

This seems to be starting 
to take place in south-east 
Asia. A pipeline Is under 
construction involving Total 
of France and Unocal of the 
US to supply gas from 
Burma to Thailand, a contro- 
versial project in the light of 
the now US sanctions on 
Burma. Proposed are pipe- 
lines from Indonesia's large 
Matuna O-Alpha field in the 
South China Sea to Thai- 
land. possibly with a connec- 
tion to Malaysia, and from 
Indonesia's West Natuna 
field to Singapore. 

Within forums such as 
Ascan and A pec. the focus Ls 
on energy sector co-opera- 
tion on the seemingly pedes- 
trian matters of harmonising 
technical regulations over 
sizes of pipe, gas content and 
gas pressures as well as 
harder questions of gas pric- 
ing and third party access, 
especially of suppliers, to 
pipelines. “People talk of 
deregulation, but It is more a 
matter of changing regula- 
tion. and designing smarter, 
better regulation.” says Mr 
Soderbaum. 

*Andreu‘ Symon is the Sing- 
apore-based editor of the 
Financial Times monthly 
nctcsletter, Asia Gas Report 
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UK LIBERALISATION • by Robert Corzine 


A market in transition Fast model which 


Most barriers to 
cross-border 
competition are 
foiling but some 
obstacles remain 

After, eight years of 
ne G ot «ttaoB, the question of 
an agreement to open the 
European Union’s $l00bn-a- 
year gas market to cross-bor- 
der competition has finally 
become one of when, rather 
than it But the battle is not 
over. 

EU energy ministers made 
less progress thaw hoped 
towards bridging the biggest 
r emaini ng gap in Europe's 
single market, at a meeting 
last m o nth - partly due to 
political uncertainty in 
Prance, which was between 
the two rounds of Its parlia- 
mentary elections. 

The victory of the French 
Socialists, more cautious 
about liberalisation even 
than their predecessors, will 
pose new questions over the 
planned directive. 

It also complicates the 
task of the Netherlands, still 
considering whether to hold 
a special ministerial meeting 
to try to tie up agreement an 
gas before the end of its six- 
month presidency of the EU 
on June XL 

June 24 has been ear- 
marked, but officials say the 
meeting will only be called if 
it la virtually certain agree- 
ment can be reached. Mr 
Hans Wfiers, Dutch energy 
minister, put the chances at 
“50-50” before the French 
Socialists' victory. 

Progress towards a single 
market in gas has been ham- 
pered by certain ED states’ 
desire to defend powerful 
national monopolies. There 
are also concerns about the 
strategic importance of gas, 
since 40 per cent of EU needs 
come from external suppliers 
- Russia, Norway and 
Algeria. The proportion is 
forecast to rise towards 60 
per cent early next century. 

But Mr Christos Papoutsis, 
ED energy commissioner, 
says breaking down bilateral 
relationships between gas 
distribution monopolies and 
non-EU suppliers is the best 
way of securing future sup- 
plies. A single gas market. 


with pipelines spanning the 
continent, would make 
Europe better able to cope 
with supply interruptions. 

“If we don’t have an inter- 
nal market In gas, that 
means every member state 
will be dependent, and ulti- 
mately the European market 
wffi be dependent, on exter- 
nal gas suppliers," he says. 

Competition between gas 
suppliers should also lead to 
lower prices for industrial 
customers, and stimulate 
demand growth. 

But the differences 
between the gas and electric- 
ity markets mean the shape 
of the gas directive will be 
somewhat different from the 
electricity directive agreed 
last summer. 

The biggest difference will 
be the provision for “deroga- 
tions'', or temporary exemp- 
tions, far large gas distribu- 
tors from the requirement to 
open their networks to com- 
petitors. to the extent that 
doing so would cause 
demand for their gas to fall 
below levels they had signed 
long-term contracts to buy. 

This is the solution to the 
complex question of 
long-term, “take-or-pay” con- 
tracts - the issue that has 
taken up moat negotiating 
time. 

Other EU states have eyed 
warily the problems which 
befttQ British Gas, the for- 
mer UK monopoly, after lib- 
eralisation of the UK gas 
market Competition eroded 
its market share, leaving it 
with billions of pounds of 
gas it was contracted to buy 
but could not use, often at 
prices higher than prevailing 
“spot" prices. 

Both internal EU gas pro- 
ducers and external suppli- 
ers have also followed the 
issue anxiously. They need 
long-term contracts as guar- 
antees before pouring the 
hundreds of millions of dol- 
lars required into developing 
gas fields. 

All EU states have agreed 
in principle to derogations, 
but are divided over the cri- 
teria to be used for granting 
them - and who should 
decide. 

Mr Papoutsis insists the 
European Commission 
should police the issue. 

“The commission must 


have responsibility in this 
case, otherwise there will be 
no certainty among member 
states on the mechanism 
that will be used,” he says. 

States such as Germany 
and France, however, insist 
decisions should be made at 
level — something 
which makes pro-liberalisers 
profoundly uneasy. Largs 
gas users say derogations 
could be abused to keep gas 
markets closed. 

A compromise may leave 
the decision over deroga- 
tions affecting e xisting take- 
or-pay contracts at national 
level, but give the commis- 
sion power over fixture con- 
tracts, entered into after the 
gas directive is in force. 

The second important dif- 
ference from the electricity 
directive is likely to be the 
mechanism for opening the 
gas market to co mp e ti tion. 

A phased approach is 
likely, as with electricity, 
where about 22 per cent of 
the market must be opened 
initially, rising to about 28 
per cent after three years 
and 32 per cent after six 
years. 

But the gas directive Is 
likely to wihr such “quantita- 
tive” targets with “qualita- 
tive’* criteria, or definitions 
of types of consumers which 
most be eligible to shop 
arrminfl for gas supplies. 

The draft direc ti ve before 
ministers last winm^Vi said all 
gas-fired power generators, 
irrespective of size, would be 
“eligible customers”, plus 
other large users consuming 
more than a fixed volume of 
gas. If opening the market to 
these eligible cost u mer s did 
not result in a total percent- 
age opening of the market 
between agreed minimum 
and maTimnm levels, EU 
states could either broaden 
or narrow the definition of 
eligible consumers in order 
to bring the total percentage 
opening within the required 
band. 

Both the minim um and 
maximum percentage levels 
would be increased after five 
years and W years. 

The last French govern- 
ment, however, came up 
with alternative proposals. 
Twwtgaa of percentage bands 
for market opening moving 
over time, it wanted the defi- 


EUROPE • by Robert Corzine 


Trading partners 
watch and wait 


As the network 
extends across the 
continent, key 
exporters must 
take stock 

The massive map that takes 
up an entire wall at the 
Milan control centre of 
Snam, Italy’s gas supply 
monopoly, illustrates the 
scale of moving vast 
amounts of gas from remote 
areas' of Europe and North 
Africa to the heavfly-popu- 
lated industrial heart of the 
continent 

Coloured lights denote the 
status of compression sta- 
tions along the thousands of 
kilometres of high pressure 
pipelines that snake back to 
the great gas fields deep in 
western Siberia and across 
the Mediterranean Sea to 
Algeria's Sahara desert 

Other lines that meander 
across the North Sea bring 
in gas from Norway's off- 
shore fields. Late next year 
the UK-Continent Intercon- 
nector between the east 
coast of Britain and Z Be- 
ta rugge in Belgium is due to 
be commissioned, its open- 
ing w31 mark the completion 
of a pan -European gas pipe- 
line system and the emer- 
gence of the UK as a gas 
exporter to continental 
Europe for the first time. 

For some It will be seen 
mainly as a technical achiev- 
ment But for others, includ- 
ing the main gas exporters 
to Europe, the completion of 
the network will mark the 
be ginning of a new stage in 
the JRDObu a year European 
gas industry. They sense 
that change is on the way 
irrespective of whether the 
European Union this year 
approves a Gas Directive. 

But what is not so clear is 
l30W that change will affect 
Russia, Algeria and Norway, 
the main non-EU suppliers, 
and the Netherlands, the 
principal gas exporter within 
the Union. 

The importance of those 
countries to the European 
gas industry cannot be over- 
emphasised. Likewise, the 
Importance of the European 
market to their economic 
and, in some cases, political 
stability, is significant The 
gas exports sent to western 


Europe by Gazprom, Rus- 
sia's natural gas giant, 
account for 6-S per cent of 
that country's GDP and pro- 
vide a quarter of the govern- 
ment budget. Long-term can- 
tracts between Gazprom and 
western Europe are worth 
about $L85bn over the next 
15 years. In Algeria’s case 
gas and oil revenues fund 
the government’s bloody 
struggle with its Islamist 
opponents. 

Critics of liberalisation 
point to the EU*s dependence 
cm such countries as one of 
the main reasons for main- 
taining the status quo. They 
argue that liberalization 
only worked in North Amer- 
ica and the UK because both 
were self-sufficient In gas. 

Advocates of liberalisation 
say competition helps create 
deep liquid markets that will 
encourage new suppliers. 
“Are you more secure from 
three sources or from 50?” 
asks Mr James Ball, manag- 
ing partner of London con- 
sultants Gas Strategies. 

A recent survey of big EU 
gas users by Price Water- 
house, the International 
accountants and consul- 
tants, showed that 80 per 
cent of those who responded 
did not see security of sup- 
ply as a threat in a liberal- 
ised market 

That view Is based in part, 
perhaps, by a perception 
among large industrial and 
commercial consumers that 
a shortfall of supplies is 
unlikely. The feet that deliv- 
eries from Gazprom contin- 
ued through all of the politi- 
cal turmoil In Russia In 
recent years and that sup- 
plies from Sonatrach, Alger- 
ia's state energy company, 
have not been interrupted by 
the civil war, reinforce that 
view. 

So too does the fact that 
Russia, Algeria and Norway 
continue to plan for big 
Increases in their export 
capacity. A recent study by 
Wood Mackenzie, the Edin- 
burgh-based industry consul- 
tants, concluded that the 
marginal cost of supply into 
Europe by Gazprom, which 
“...has by far the greatest 
ability to supply incremen- 
tlal volumes from existing 
production facilities ... is 
determined by transit costs 
rather than production”. 


nition of- gi jgifrte customers 
to be changed. 

It argued that, unlika with 
electricity, there are vast dif- 
ferences in the structure of 
the gas market in different 
EU states - in Finland, for 
example, it is dominated by 
industrial users, with few 
domestic customers; coun- 
tries such as France, Ger- 
many and the UK have huge 
domestic customer markets. 
The only way to ensure mar- 
ket liberalisation affects 
broadly the same size of cus- 
tomers in all countries - and 
large gas users of similar 
size can expect to benefit 
from competition whichever 
EU state they are In - is to 
base the deal around cus- 
tomer sizes. The solution 
may be a mixture of the 
French and Dutch presi- 
dency approaches. 

The precise figures - as 
opposed to the mechanism - 
will be the last element to be 
agreed. As with electricity, 
this is likely to come down 
to haggling between support- 
ers of broad competition, 
such as the UHL, Germany, 
and Scandinavia, and those 
which want to fimft competi- 
tion, such as France and Bet 

gt iim 

If the Netherlands cannot 
get an agreement, Mr 
Papoutsis has said he will 
insist on Luxembourg, 
incoming holder of the EU 
presidency, holding a meet- 
ing In July. Luxembourg, 
however, would prefer the 
Netherlands to tie up the 
deal. 

For gas producers, distrib- 
utors and users facing the 
biggest change in the market 
for decades, who does the 
deal is not important. But 
they would like It to be done 
qedddy. 


may be 


A culture change 
followed the 
opening up of - 
the British 
market 

To some, the - rapid 
liberalisation of Britain’s gas 
market over the past .few 
years has been a compelling 
reminder of just how power- 
ful competition can be .izz 
lowering prices and extend- 
ing choice to industrial and 
Individual consumers alike. 

But others, including 
many executives in conti- 
nental European gas monop- 
olies, see it as a unique and 
unsettling experiment with 
little relevance to their coun- 
tries. 

But what does one of the 
main architects of UK liber- 
alisation and a prominent 
advocate of European gas 
competition think? Does the 
UK model have any -rele- 
vance to continental Europe? 

Ms Clare Spottiswoode is 
the director general of Olgas, 
which regulates the monop- 
oly aspects of Britain’s gas 
industry. She has also been 
the driving force behind the 
rapid, but phased opening of 
the domestic gas market of 
19m consumers to competi- 
tion in 1988. 

Not surprisingly, she is 
generally pleased at the evo- 
lution of competition in the 
UK. “It’s gone remarkably 
well,” she says. “Much bet- 
ter than I expected.” 

Ms Spottiswoode disputes 
the view that the UK exam- 
ple is of little use to Europe. 
Although she concedes that 


the national gas surplus that 

emerged is Britain ' around * 
1991 was unique - in that tt.-. 
aDowed the- government. to 
set a foster pace of refonx£ 
than many industry figures 
thought pdssihle .-i the 
underlying factors behind 
the opening of the UK miar-i 
ket are just as relevant' to 
continental Europe. . 
l\ The main justification Is 
competitiveness, she says. 
The decision for many Enro- 
: pean industrial gas consum- - 
ere wfil he whether they 
relocate to countries with ’ 
cheaper supplies. 

- But ccmtinantal Europeans' 
need not slavishly copy 
Britain's formula. “We only 
want to create a chink” in 
the present monopoly sys- 
tem, she says. Once even 
limited competition is estab- 
lished, Ms Spottiswoode is 
confident that the benefits of 
free markets will soon be 
embraced, even If they differ 
in structure from the UK 

But she says ;thiee main 
elements are needed ' to' 
ensure that gas co m petition 
takes hold. “Ton first need 
to separate out the natural 
monopoly,” she advises. 
Then there has to be untHttEr 
c riminatio n in access to the ' 
monopoly pipeline ' and' an 
independent arbiter to settle 
the inevitable disputes that 
' will arise during the: change- 
over from a monopoly io . 
competition. 

But should the continental 
Europeans also adopt the UK-; 
method of regulation, ; in- 
trbidt a single individual is 
given wide-ranging powers 
with little accountability? “I 
can’t see any other (Euro-. 


pean) country going for an 
todepffl adept -regulates', ” she 
admiteL^Nor ih.a European 

Union gaa czar likely to 
:eme9$$7 -one wants an' 
EUreguMca-”'. 

.. The libe^alisatlon .of the- 
:UK- gas market .has not been 
-without its. casualties, how- 
ever. British Gas — -the bid 
monopoly - now “demerged -. 
into BG pic, the pipeline 
operator, and Cen trica, the 

■ d o me s tic gas supplier - has 
seen: its share price suffer 
.badly in recent yean as Ms 
Spottiswoode and her col- 
leagues have accelerated the 
pace afJttberaHsMfan.. 

Some of Ofgas'a critics 
believe ' her , approach bag., 
been “too academic.” how- ' 
ever. They say Ofgas has 
taken steps lit isolation, and 
without thinking . through, 
how ite', actions toay affect * 
the refiaMHtytjftlwpipeline 
system in the long term. 1 

Ms Spottiswoode is unre- 
pentant Her goal is to strip 
Transco, BG pic’s pipelia e 1 
subsidiary, down to its nar- 
rowest natural monopoly. 

. She believes- her tough 
approach to Transco is hav- 
■■ ing a beneficial efffect on the 
company. “The culture is 
changing at BG,” she says. 

■ They will emerge from this ,a 
leaner »ni| more competitive 
company.” . - 

Continental European gov- 
ernments who have watched 
' the painful process of reform 
and stru ctu ring at the old 
British Gas might disagree. 
But Ms Spottiswoode says - 
they should ask themselves 
a ample question:. *Do you 
want a sleepy giant or a nim- 
ble international competitor? 



Clue Spottiswoode: “the 
cnXtnreJs changing at BG* 

Competition- allows you to 
create a British Telecom ora 
British Airways. It means 
the complete t ransfo rmation 
of a company” 

But competition has also 
created some problems, such 
as the future df this take or 
pay .contracts on which the 
monopoly industry was 
based. .These required Brit- 
ish Gas fo take all the gas 
from contracted, fields even 
if fciu longer needed it The 
rationale of: the contracts 
.was that North Sea. produc- 
ers would only go ahead 
with ' the ' billions of dollars 
worth of Investment in off- 
shore fields if they had a 
guaranteed hfe-of-field mar- 
ket for their gas. The con- 
tracts also gave British Gas 
the security of supply It 
needed to embark on major 
Onshore pipeline projects. 

' Although Ms Spottiswoode 
says continental Europe 

need not -embrace the -full 

market, liberalisation model 
of the UK, she believes it 
will eventually emerge 
because of consumer pres- 
sure. Once power stations 
and some industrial users 
are given a choice of gas 
suppliers, it is only a m a tter 
of time, she believes, before 
it “cascades" into the domes- 
tic market “Especially If it 
works well over hoe.” 


In addition, other large gas 
suppliers see Europe as a 
future market A new pipe- 
line is planned from Libya to 
Italy, with the possibility of 
a spur linking it to big new 
discoveries in Egypt. New 
gas pipelines are being con- 
templated from Turkmen- 
istan and Iran to Europe. 
Gas could also flow north- 
wards from big Gulf produc- 
ers such as Qatar. New 
liquefied natural gas projects 
such as the one under con- 
struction in Nigeria are also 
aimed mainly at Europe. 

Some producers warn, 
however, that they will not 
continue to invest billions of 
dollars in production and 
transportation facilities 
without an assurance of a 
return. Others also want to 
be reassured that a potential 
price free-for-all would not 
undermine the sanctity of 
long-term contracts. 

Exxon, which along with 
its North Sea partner Royal 
Dutch/ Shell, is a leading gas 
producer within the EU, 
accepts that changes are 
needed to Europe's gas mar- 
ket. But It warns of moving 
too for to reform the present 
system, especially as it per- 
tains to long-tom contracts, 
“Minimum offtake (take or 
pay) provisions are needed 
to underpin past and fixture 
investments,” it contends. 

That view is likely to be 
shared by the big non-EU 
producers. Bat is it enough 
for them to focus their lob- 
bying effort on r etaining at 
least a semblance of tradi- 
tional contracts? Should 
they be looking beyond their 
role as suppliers? 

Mr Ball of Gas Strategies 
says they need to b^ta to 
position themselves now for 
a liberalised market “Stay- 
ing in one place as a pro- 
ducer is Inherently inse- 
cure,” he says. “They need 
to go do wn st re am now.” 

Be believes Gazprom, 
which has entered a number 
of downstream ventures, is 
best placed to weather liber- 
alisation. Algeria has made 
some moves downstream, 
including a marketing joint 
ve n ture with British Petro- 
leum. But Mr Ball says Sona- 
trach is handicapped by “the 
inbuilt conservatism In 
Algiers” 
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THE GULF • by Robin Allen 


Lost opportunities as politics hinder prosperity 


Suspicions and hostility 
still plague an area rich 
in resources 

The history of gas development in the 
wider Gulf region over the past two 
decades is largely a story of lost oppor- 
tunities, with some individual states 
now trying to make op for lost time. 

All governments in the region, Iran, 
Iraq and the six states - Ba hrain . 
Kuwait. Oman, Qatar, Saudi Arabia 
and the United Arab Emirates CUAE) - 
which comprise the Gulf Cooperation 
Council (GCC). have traditionally 
regarded their upstream oil and gas 
areas as state monopolies, to the exclu- 
sion of the private sector with its 
emphasis on risk, innovation, and com- 
petitive market pricing. 

Apart from awning 65 per cent of 
total proven global oil reserves, these 
eight countries also possess more than 
30 per cent of the world’s supplies of 

US • by Christopher Parices 


natural gas. Iran is second in the world 
league behind Russia and Qatar fourth 
behind North America. Abu Dhabi, the 
richest of the seven city-states which 
make up the UAE, and Saudi Arabia, 
are not Car behind Qatar. 

Politics has played havoc with the 

development of gas resources. Instead 
of pooling their energy assets and dere- 
gulating their economies, the contem- 
porary history of these states is 
marked by mutual suspicion or out- 
right hostility, coupled with an almost 
total dependence on foreign technol- 
ogy. and. in the case of Iran and Iraq, 
fractious or non-existent relations with 
precisely those western countries 
which can provide the technology they 
need. 

More than 15 years after its forma- 
tion. the GCC, which has mutual eco- 
nomic development at the core of its 
charts-, has done nothing to develop a 
regional gas or power grid. 

Five reasons lie behind the 


recent enthusiasm for LNG projects. 
Firstly, once development costs are 
amortized, states earn extra revenue 
from liquefied natural gas (LNG) cus- 
tomers. 

Second. Gulf governments get paid 
for the gas feedstock supplied to petro- 
chemical companies: and third, si nc e 
governments own a majority stake in 
the petrochemical companies, they 
earn mere money from export sales of 
petrochemicals products. 

Fourth, the condensates which 
accrue from sep ara t in g the gas liquids 
also find a ready market; with the addi- 
tional bonus f h«t o aiog of condensates 
are not limited by OPEC quotas. Fifth, 
the mere construction of LNG facilities 
and petrochemical plants spawns a 
mass of jobs.and local subcontracting; 
supply, and service industries. ■ 

If Gulf states have traditionally been 
unable to combine on regional gas pro- 
jects. a few at least, notably Abu Dhabi 
and Saudi Arabia, have been individu- 


ally harnessing their associated gas 
reserves for the past 2D years not only 
to fuel domestic power plants, but also 
to seD abroad under bilateral agree- 
ments. - 

Abu Dhabi has Jong been export in g 
sweet gas and natural gas liquids, 
mainly to Japan but also to Europe. In 
the last 15 months it has e m b ar ked on 
a 5101m programme to develop its pet- 
rochemicals industries and expand nat- 
ural gas output to meet domestic power 
demand. This is expected to m ore t han 
double to 4bn cubic feet a day (CFD) lor 
2005. 

SamH Arabia built its Masts- Gas 
system at the end of the 1970s to fuel 
its power plants, and as feedstock for 
its petrochemicals industries, domi- 
nated by the state-controlled Saudi 
Basic Industries Corporation (Sabic). 
The government is now folly stretched 
meeting rising domestic demand for 
paws-. 

Iran and Qatar have only seriously 


started trying to lure foreign investors 
into developing their natural gas sec- 
tors in the last two years: Qatar with 
great success: Iran, thanks to its own 
suffocating bureaucracy and the threat 
of US sanctions, with little to show for 
its efforts outside .the neighbouring 
central Asian republics. 

Only since November 1995 has Iran 
been trying to encourage foreign com- 
panies into its petrochemical ventures 
and gas export plans. According to spo- 
kesmen for National banian Gas Com- 
pany. it intends to dootSe gas exports 
to 45bn cubic metres a year (cmy) by 
2000, and to increase these twentyfold 
to 425bn cmy by 2006. 

It has signed gas export agreements 
amounting to 45bn cmy with Turkey. 
Armenia, and Azerbaijan. Other cus- 
tomers, such as Pakistan, India or 
countries in Asia, may be harder to tie 
down because regional political dis- 
putes make it almost impossible to lay 
pipelines through different countries to 


bring the gas to the market. 

Similarly. Iran’s talks w Jth ftanws 
Total and Royal Dutch Shell to develop 
the South Pare gas field in the Guu un- 
made more complicated by the threat 
of US sanctions against international 
companies and banks which might oth- 
erwise be interested in the financing. 

Iran is even finding it hard to attract 
international companies w its wuury- 
onic free-zone on Qcshm island in the 
strait of Hormuz, even though abun- 
dant supplies of natural gas are there 
for the taking. . 

Qatar has had more success in a gas 
export programme greatly spook'd up 
since the present ruler took over from 
his father in June 1995. It is well 
advanced with two gas export schemes 
totalling some 16m tonnes per year 
(tpy) from its North Field gas reservoir. 

If other plans come to fruition. Qatar 
will be exporting more than L*0m tpy 
within six years and almost 150.000 bar- 
rels a day of condensate. 


California jumps deregulation gun 


Partnerships to 
form hybrid 
suppliers are 
transforming the 
landscape 

The competitive impact of 
file deregulation of the US 
natural gas market, which 
started in the mid-1980s, has 
been given a boost by the 
impending introduction of a 
free market in electricity. 

It is presenting opportuni- 
ties for a handful of mainly 
gas companies which have 
in the past few years been 
preparing to transform 
themselves into hybrid 
energy suppliers to the 
nation 

One of the earliest and 
potentially most enriching 
prospects is opening in Calif- 
ornia, where the state legis- 
lature and Public Utilities 
Commission have jumped 
the gun on the federal 
deregulation process. 

Starting on January 1 next 
year, all electricity markets 
will be open to competition. 
Starting last January, Enron 
- acknowledged leader In 
the energy trade, with a 
claimed 17 per «*ent share of 
the gas wholesale market 
and a- declared aim of win- 
ning 18 per cent in electric- 
ity - was already staking 
out its territorial claims in 
the Golden State. 

The Texas-based group 
formed an alliance with a 
small, regional group of 
municipal electricity utilities 
under which it undertook to 
link its new partner into its 
sophisticated network of gas 
and power supply lines. It 
would, it said, provide 
cheaper power from its 
resources whenever appro- 
priate, seD off any surpluses 
outside the co-operative’s 
territory, and pipe in gas to 
compete with the group’s 
long-term sole supplier. 
Pacific Gas & Electric. 

The partners' next step 
was to go visiting other load 
municipalities, offering more 


of the same in a market rich, 
with possibilities. The elec- 
tricity business in the most 
populous state in the coun- 
try - and one of the fastest- 
growing - is today worth an 
estimated $20bn a year In 
revenues, with power prices 
some 30 per cent higher than 
the national average. 

While most of the state’s 
seven investor-owned elec- 
tricity utilities and aD of its 
dozens of municipal supplier 
try to come to terms with 
the deregulated future, 
Enron is benefiting from the 
experience in energy trad- 
ing, transport and storage 
garnered during the lfiplus 
years since the deregulation 
of the US gas industry got 
under way. 

Mr Jeffrey Skilling, group 
president, recently gave elec- 
tricity utility executives an 

unner ving glim pse of what 
lies ahead for th em. Address- 
ing a conference in Arizona, 
he described the early stages 
of gas deregulation as 
'‘chaos”, as prices and prof- 
its tumbled, de s tr o y i ng the 
gas industry's credit rating 
and forcing Enron to slash 
costs by 70 per cent. 

Electricity, he said would 
be affected in much the 
same way, with “all the 
unfavourable characteristics 
of commodity chemicals - 
and none of the positives”. 

Although he had a vested 
interest in presenting his 
company as a battle-hard- 
ened survivor and, accord- 
ingly a suitable partner for 
electricity concerns, his 
speech served to underscore 
the travails the gas industry 
has been through. 

Now. however, with an 
asset value of 515bn in US 
and overseas interests, the 
former pipeline company 
stands to profit. 

Last year, when the value 
of gas and electricity merg- 
ers and acquisitions reached 
STOtra, Enron made its deci- 
sive shift into the electricity 
market. Even though only a 
few states had drafted legis- 
lation and federal policy was 



The combined cycle gas turbine has been the.tectaicaJ JnnaMtionjnhUi hashefced to nsvotatkxrise the US utStfes sector 


still undefined, companies 
were taking up position. • ' 

As Mr Skilling told the 
Arizona conference, experi- 
ence showed that no matter 
how slowly the political and 
bureaucratic processes 
advanced, once deregulation 
was initiated, it gained an 
unstoppable momentum as 
market forces took controL 
He predicted that more than 
half the US power market 
would be effectively open to 
competition within four 
years, even though only half 
a dozen states have so far 
started the process of wind- 
ing down the monopolies. 

Accordingly, Enron last 
summer paid $3^bn for Ore- 
gon's Portland General, join- 
ing a trend which saw gas 


and electricity groups across 
the country merge to become 
hybrid suppliers. 

It is now, analysts say. one 
of a small group of emergent 
energy conglomerates - in 
company with NGC, part- 
owned by British Gas. 
PanEnergy and Amoco’s gas 
division - which are likely 
to shape the industry for the 
foreseeable future. 

Enron sees Itself in grandi- 
ose terms as an “integrated 
energy solutions" concern, 
which stands to profit 
whichever way the markets 
move. Behind its utilitarian 
facade (currently being soft- 
ened with a national adver- 
tising campaign to introduce 
consumers to the alien con- 
cept of a branded gas and 


electricity) it conceals a 
sophisticated commodities 
trading operation, buying 
selling, and moving energy. 

At the operational end. it 
will sell gas to an electricity- 
generating customer, for 
example, and - if market 
conditions require - buy the 
power produced for sale else- 
where, simultaneously pip- 
ing in cheaper power - and, 
hopefully, turning a profit 
on each transaction. 

And if the company and 
its emergent peers live up to 
expectations, they win soon 
add another source of reve- 
nue and profit as they turn 
to retailing energy. S elling 
gas and electricity directly 
to consumers, using the 
same telephone marketing 


BRAZIL • by Jonathan Wheatley 


Alternatives to hydro power in pipeline 


Economic 
recovery has put 
strains on 
traditional power 
supply sources 

A spate of blackouts in 
south-eastern Brazil last 
month underlined the coun- 
try's urgent need to find 
alternatives to Its traditional 
dependence on hydroelectric 
power. Natural gas may pro- 
vide the solution. 

Gas-fired power stations 
supply a mere two to three 
per cent of Brazil’s electric- 
ity, compared with 40 per 
cent in neighbouring Argen- 
tina and about 30 per cent in 
the US. Present consumption 
is 12m cubic metres a day, a 
figure the government hopes 


win rise to 85m cubic metres 
a day by 2005. 

In the past hydro-electric 
plants easily kept pace with 
the country’s energy 
demands. But Brazil’s eco- 
nomic recovery after the lost 
decade of the 1980s has 
strained the publicly-owned 
generating and distribution 
industries beyond their 
capacity to invest. 

The federal and state gov- 
ernments are now preparing 
to sell their electricity 
assets, a process that will 
raise an estimated $40bn in 
the next three years and 
should give a much-needed 
boost to efficiency. 

Meanwhile, a series of pro- 
jects are in preparation to 
relieve the pressure on the 
traditional energy Industry 
by bringing natural gas to 


Brazil’s industrialised south 
east from domestic gas fields 
and from much bigger 
reserves in Bolivia and 
Argentina. 

Ironically, in a country 
that has just begun Latin 
America’s biggest privatisa- 
tion push, the driving force 
behind the most ambitious 
gas project is Petrobrte, the 
federally-controlled petro- 
leum group. 

It has the biggest stake in 
a proposed 3,000 km pipeline 
that will transport an initial 
8m cubic metres a day, ris- 
ing later to 16m cubic 
metres, from Rio Grande in 
Bolivia via Sao Paolo to 
Porto Alegre, capital of Rio 
Grande do Sul, Brazil's 
southernmost state. Con- 
struction costs are estimated 
at 5400m on the Bolivian 


side and 51.4bn in Brazil. 
Operation Is scheduled to 
begin at the end of 1998. 

PetrobrSs holds 51 per cent 
of the Brazilian side. Four 
per cent is held by Brazilian 
investors and 25 per cent by 
BTB, a consortium formed 
by British Gas, Tenneco Gas 
of the US and BMP Petro- 
leum of Australia. 

A jo int venture formed by 
YPFB. the Bolivian public 
petroleum group, and Enron 
of the US originally held 20 
per cent. The ownership 
structure changed last year 
when Enron and Shell 
bought 50 per cent of YPFB’s 
distribution arm. On the 
Bolivian side, the YPFB-En- 
ron joint venture owns 85 
per cent of the project; Petro- 
brfis has 9 per cent; and 
BTB. 6 per cent. 


Critics of the scheme say 
it is too ambitious and that 
it would make better eco- 
nomic sense if the pipeline 
were to stop in Sao Paula 
But while the project’s part- 
ners insist it will be com- 
pleted in full, two new pro- 
posals may force them to 
reconsider. 

One, announced in March 
by a consortium including 
Mobil of the US and Japan’s 
Marubeni Corporation , is to 
build a 3,1 00km pipeline 
from Salta in Argentina to 
Sao Paulo at a cost of SLSbn, 
carrying up to 25m cubic 
metres of gas daily from 
2001. The second proposal 
would supply the southern 
Brazilian states of Santa 
Catarina and Parana from 
offshore reserves. 

“At first sight these 


MEXICO • by Daniel Pombey 

Slow reform 
welcomed 


techniques applied by 
long-distance telephone car- 
riers which deliver their ser- 
vices through the deregu- 
lated networks of the local 
and regional phone groups, 
seems the next logical step. 

According to industry spe- 
cialists, such a transition 
will oblige the energy pro- 
viders to acquire marketing 
skills - probably through 
joint ventures, but possibly 
via mergers - such as those 
common in the telecommu- 
nications business. - 

The age of all-in-one home 
service provider, offering 
phones, cable TV, power, 
gas, water and internet 
access - all delivered daily 
direct to the home —may not 
be so far away. 


schemes may seem to under- 
mine the Bolivian pipeline 
but they could end up help- 
ing It," says Mr Pedro Kre- 
peL director of the Sao Paulo 
Federation of Industry’s 
infrastructure department. 

Mr Krepel argues that the 
alternative schemes would 
force the Bolivia pipeline to 
stop at Sao Paulo, saving on 
capital costs and making its 
gas cheaper. 

“The idea of a pipeline all 
the way from Rio Grande to 
Porto Alegre is aesthetically 
pleasing but economically 
not very sensible," he says. 
"Brazil is preparing for ever 
greater integration into the 
regional and global econo- 
mies. and it must look very 
carefully at energy costs if 
its industry is to be able to 
compete.” 


The sector has 
been growing 
slowly as 
competitors are 
given more access 

For years. Mexico's gas 
sector was neglected. Petr6- 
leos Mexicanos (Pemex). 
Mexico's state oil monopoly, 
which retained control of all 
branches of the natural gas 
industry, was barely inter- 
ested in tiie low-margin busi- 
ness of improving the sec- 
tor's infrastructure. 

For much of the 1980s, the 
gas extracted from the sea as 
a by-product of oil drilling 
was routinely burnt off. 
Even in the early 1990s. the 
liberalisation of Mexico’s 
energy industry faltered 
because gas pipelines for two 
prospective private power 
plants were not available. 

A sea change came in 1995, 
in the early months of the 
administration of President 
Ernesto Zedillo. The devas- 
tating aftermath of the peso 
crisis combined with the 
frustrations of the previous 
few years and pushed the 
■ government into a more rad- 
ical structural change than 
it had previously contem- 
plated. 

A legal reform permitted 
private companies - foreign 
as well as domestic - to com- 
pete for the distribution and 
transportation of natural 
gas. 

An energy- regulatory com- 
mission was set up to watch 
over the process of awarding 
concessions and ensure that 
Pemex, still the only pri- 
mary supplier for most of 
Mexico, charged its new cus- 
tomers lair prices. 

In addition, new environ- 
mental guidelines obliged 
Mexico’s power stations to 
shift from using fuel oil to 
natural gas from 1998 - a 
move expected to bring 
about a massive increase in 
demand. 

Now, some 30 months 
later, the situation has 
moved less than some would 
have hoped, but hopes are 
high of future progress- Two 
mid-size distribution conces- 
sions have been granted in 
the north of the country, 
along with other, smaller 
projects. Opening up gas 
transportation to the private 
sector has permitted the two 
private power generating 
schemes, Merida 3 and 
Samalayuca, to go ahead. 

“They have made a rela- 
tively slow start,’’ says Mr 
Rafael Quijano. director of 
Latin America for Petroleum 
Finance International, an oil 
and gas consulting group. 
“But at least it is a start. 
And the pace is picking up." 

Indeed, Dr Hector Olea. 
the head of the Energy Regu- 
latory Commission, argues 
the cautious pace is a dis- 
tinct advantage. "You have 
to do things separately and 
in sequence, so as to minim- 
ise political problems," he 


says, referring to the step-by- 
step process of political 
change and legal and institu- 
tion reform. 

“You also need a clear 
commitment from the top or 
the political system, as we 
have received.” 

Such a commitment was 
all the more important in 
Mexico, where the energy 
sector has been highly politi- 
cised ever since the oil 
industry was nationalised 
in 1938. The cautious 
approach remains In effect: 
the initial projects, zones 
around the northern towns 
of Mexicali and Chihuahua, 
were chosen for their rela- 
tive simplicity. 

Mexicali, which will 
require investment of some 
S30m for the 30 year eonces- 
sion, exclusively uses gas 
from iicroeis the border Chi- 
huahua, which needs $5Um. 
currently uses pas from 
Pemex. and the status of 
some of Pemcx’s pipelines 
had to be resolved before the 
concession could bo grunted. 
Both projects were won by a 
consortium between Prox- 
imo of Mexico and Enov.i 
and Pacific Enterprises of 
the US. 

Now. however, the process 
moves closer to the centre ol 
the country, where tin* use 
of natural pas is much less 
established than in the-*-~ 
north. Domestic use is sti! 
dominated by liquid petro- 
leum gas. which is not only 
often stored dangerously, 
but is resold in chaotic con- 
ditions which the Commis- 
sion has yet to reform. 

Although other projecis 
are pending, the two most 
important upcoming conces- 
sions are the northern indus- 
trial city of Monterrey, 
where much of the country's 
Industry is concentrated, 
and Mexico City itself, where 
perhaps $lbn of lnvestmen 
is needed. Both pro! 
should be launched late 
year, with the concessio 
granted in 1998. 

Most of the dozen or so 
Mexican and international 
companies that have already 
participated in the process 
will fight for the attractive 
Monterrey market. Mexico 
City, however, is a different 
process, and the Commission 
has yet to make some funda- 
mental decisions about 
structuring the concession. 

“In Mexico City, we are 
concerned about seismic 
activity, about pollution, 
about the archaeological 
remains under the ground. 
There are a lot of issues," 
says Mr John Peterson. Vine 
President at Pacific Enter- 
prises International. 

In addition, there are wor- 
ries that pemex may be tom 
between Its responsibility to 
transport gas via existing v - 
routes and its role as a pro- \ 
vider of other fools. 

But. ns a welter of gas pro- 
jects come up for auction, a 
once moribund sector now 
scans transformed. 







Fly First Class 
from £2.400 and 
Business Class 
from £1,550 
including 




Free connections 
available from 
Glasgow, 
Edinburgh, 
Belfast, Teesside, 
Leeds/Bradford 
and Manchester 




New First and Business 
tito# wkh urn's* 
b» Ibt' Red Carpet Uttb 
.a UtMtimiw 

■ 

Na\ inUTWttkHvd menu 
amt on-bawl tw smhr 

• 

fhr reservations 
and special fores to (hr 
Middle East see 
your travel agent or 


°m ONE AIRLINE FUES FROM HEATHROW NON-STOP DAILY TO DOHA AND BEYOND. The New QATAR Al R WAYS 3_. jl-.2I | 




FINANCIAL TIMES TUESDAY JUNE 10 1997 


13 





* *'<t * 



*1*4 7!+ 

**£.'*;. • 
Sisjsr'" 7 ^--- 

-Sc >■-.•■ 
*# ? ;•• - • 


refoi 

■omec 


. -j *•»--•-■ 

'*► ■ 


I t has been called a beauty 
contest in new physics. 
Three rival experimental 
methods are emerging as the 
most attractive contestants in a 
battle that could make the latest 
computers feel like an abacus. 

None of the three are capable 
of cavorting with the crown just 
yet. but all hold potential, scien- 
tists believe, to help computing 
make a “quantum leap" - liter- 
ally. 

It is all about harnessing quan- 
tum mechanics for everyday com- 
puting. Just as Quantum mechan- 
ics replaces classical mechanics 
as a theory far subatomic parti- 
cles, incorporating the idea that 
the particles can also be regarded 
as waves, so quantum computing 
would replace classical comput- 
ing. 

In classical computing, bits of 
binary code make up the logic of 
everyday calculations. In quan- 
tum computing such bits become 
quantum - or qubits - and so 
can maintain two physical states 
simultaneously. 

The power of a quantum com- 
puter would lie in the fact that 
its computational paths interfere 
(or interact), giving it the ability 
to perform complicated computa- 
tions simultaneously, in contrast 
to classical computers which 
compute only in parallel. 

The three rival methods 
involve using ion traps, nuclear 
magnetic resonance (NMR) and 
cavity QED, or quantum electro 
dynamics. 

The ion trap method is the 
most popular within the scien- 
tific community. Alternating 
voltage is used to keep a char ged 
ion - an atom with one too many 
or one too few electrons - in a 
virtual subatomic straitjacket 
Using everything, from alumin- 
ium foil to second-hand camera 
lenses, researchers at the Univer- 
sity of Innsbruck have fined a 
ground-floor physics lab with two 
labyrinthine tabletop lasers 
whose focal point is a trap, about 

half the of a thnmhnafl ftu 
calcium ions. 

Funded by the Austrian Sci- 
ence Foundation and the Euro- 
pean Union, the group runs the 
experiment on an annual budget 
of just $165,000 (£101,851) with an 
aim of creating a quantum regis- 
ter or group of qubits capable of 
performing mathematical func- 
tions, complete with logic gates 
(or on-off switches) that can be 
encoded to build a small quan- 
tum computer. 

The laser creates a pulse of 
varying durations which lifts the 
ion’s electrons from their ground 
x low energy state to an excited 
state, creating the two states 
simultaneously and making a 
lubit. The researchers then 
rncode an arbitrary numeric 
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Contestants 
on parade 

Bruce Dorminey examines three 
rival methods which could help 
computing take a quantum leap 


value of zero or one, giving the 
qubits a basis for computation. 

Before they can compute, two 
or more ions which share the 
same value, or state, need to 
become entangled. Unfortu- 
nately, reading or measuring the 
entangled states disturbs the 
qubits. So, it is also hard to keep 
them coherent, as decoherence or 
total randomness can be brought 
an spontaneously or caused by 
an environmental disturbance. 
Either way, it ruins the computa- 
tion. 

Rntangiaingn t- and coherence 
are also necessary if the ions will 
ever be able to function as logic 
gates, which would be the 
quantum computer’s b uilding - 
blocks. 

So far the Innsbruck tnam — 


experimental physicist Rainer 
Blatt and theoreticians Peter 
Zona* and Ignacio Cirac - have 
only been able to achieve classi- 
cal calculations using two qubits, 
or encoded ions. But they hope to 
achieve a gate mechanism by the 
end of the year. ■ 

At the National Institute for 
Standards and Technology in Col- 
orado, Dave Wineland, an experi- 
mental physicist, is doing uhnilar 
ion trap work and has achieved a 
kind of basic logic gate using two 
contrasting states in a single ion, 
but has not yet done any compu- 
tations. 

Beyond gates, future develop- 
ments may include optically 
linked blocks of 10 ions in a kind 
of quantum local area network. 
That would enable engineer s to 
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tackle the technology’s miniaturi- 
sation, possibly by ukng lithogra- 
phy to put ion traps on (drips that 
could be manipulated by tiny 
laser diodes. From there, the 
chips would eventually be 
installed into a quantum- 
equipped personal computer. 

The second approach to quan- 
tum computing, NMR, would use 
a similar networking method to 
get around its own physical limi- 
tations. A resonator reads the 
"magnetic spin" of atomic nuclei 
by putting molecules in a mag- 
netic field and bombar din g 
with radio waves. How they 
respond depends on the arrange- 
ment of their spirrs, mvi in this 
way spins can become encoded to 
serve as qubits. 

Nell Gershenfeld, an experi- 
mental physicist at the Massa- 
chusetts Institute of Technology, 
is one of the prime proponents of 
NMR as an alternative. His team 
has already added one plus nna 
in the laboratory and predicts the 
ability to factorise the number 15 
(calculate 15 times 14 times 13 
and so on down to one) by the 
end of the year. 

But because the signal from 
the magnetic spin weakens for 
every qubit that is added, NMR is 
limited to 10 qubits per molecule, 
otherwise the signal or result 
becomes unreadable. 

To factorise 15 requires a mini- 
mum of 24 ions with about 8JXX) 
gate operations. The MIT group 
proposes overcoming the problem 
by using what Gershenfeld terms 
a “quantum cellular architec- 
ture” that would interact locally 
on polymers or crystals. It would 
then be scaled down to a desktop 
version that he hopes would 
mnVp it widely accessible. 

Given the tenuous state of the 
technology. Serge Haroche, a 
physicist at the Paris Ecole Nov 
•mate Snpferieure, is not sanguine 
about quantum computing’s 
immediate prospects. So he and 
colleagues are focusing on ways 
to use quantum logic to explore 
what he terms the “quantum- 
classical boundary". 

With cavity QED, the French 
group uses entangled atoms as 
qubits which communicate by 
picking up and dropping off pho- 
tons on their way in out of a 
microwave cavity. Their next 
step is to entangle three atoms 
far a simple logic gate. 

A quantum computer of only 25 
qubits could help resolve linger- 
ing questions regarding quantum 
physics in a way that until now 
has eluded researchers using 
classical computers. Even so, a 
really powerful quantum com- 
puter would need at least UXX) 
qubits to reach a billion logical 
operations - no big deal by clas- 
sical standards — and that is still 
a long way off. 


Update ■ Home diagnostic tests 

A move out of the 
doctor’s office 


T HEN: In 1994. c on troversy 
was brewing over home 
tests for HIV, the virus 
which may lead to Aids, and 
defective genes just as the 
health industry was predicting 
a boom in over-the-counter kits. 
Home diagnosis was a bad idea 
for serious illnesses, said 
regulators, because patients 
needed on-the-spot counselling 
to cope with the bad news and 
explore their options. 

Tbese reservations led man y to 
believe home tests for HIV and 
cancer genes, in particular, 
would be a long time in coming. 

NOW: Home HIV tests are now 
available to US consumers. 
Makers satisfied regulators’ 
concerns by having users call a 
special telephone number to get 
their results. If the test is 
pos i t i ve, they are transferred to 
a specialist who o ff er s 
counselling on the telephone. 

The over-the-cou n ter HIV kit, 
approved in May last year, 
marked the move of home 
testing into the realm of more 

SeriOUS White diah eHwg 

were already testing themselves 
for fanfa levels at home in 
1994, the kfts only monitored a 
prediagnosed illness. Now, 
Americans can buy 
over-the-counter tests to 
determine a number erf serious 
conditions. 

In January this year, the Food 
and Drug Administration 
approved home tests for the 
presence of Illegal drags in . 
urine. “If s used mostly by 
parents who want to know if 
t fte f r hag n«p^ n mr fl na na, 
heroin or other drugs,” says 
Jacob Brown, president of 
Personal Health & Hygiene, a 
manufa ctu rer of the tests. 

The watchdog has also 
niymwn d home fog hidden 
blood in stools, a possible 
indication of colon cancer. With 
so many over-the-counter . 
products coming on the market, 
home gene tests also look closer 
to market than they did just a 
few years ago. 

“I think home diagnosis for 
cancer-causing genes is still a 
pretty shaky area, but it’s 
always possible,” says Carolyn 
Jones, director of m vitro 
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-mm As more medical tests appear on the 

S£ market, Victoria Griffith looks at their accuracy 

gj Make your own 
§ diagnosis 
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diagnosis for the Health 
Industry Manufacturers’ 
Association in Washington DC. 

Driving home testing is 
Americans’ desire to have more 
control over their medical care. 
Home testing is anonymous, 
and therein ties much of its 
appeal. 

Tests conducted through 
physicians' offices, on the other 
band, can fall into the wrong 
hands. Polemic has g ro wn in 
recent years over the negative 
impact a bad gene test can have 
on someone's medical insurance 
coverage. Insurance companies 
have been known to refhse 
customers who have tested 
positive for breast cancer genes, 
for example. 

“If you ask a doctor to test 
your child for illegal drug use, 
that’s in their medical record," 
says Sunny Cloud, an Atlanta 
mother who sells home urine 
tests that detect the presence of 
substances such as cocaine and 
heroin. “Do it at home and it 
becomes a nmch more private 
issue." 

Cost is another important 
tfUing point. Home kits often 
cost a small fraction of the price 
of a test by a doctor. From 
health officials’ point of view, 
the tests are also appealing 
because they can lead to earlier 
diagnosis. 

“Since Aids is an epidemic, 
it’s of top concent that carriers 
know they have the disease as 
soon as possible," says Jones. 

“If home tests help make that 
happen - and they probably do, 
to some extent - that’s 
positive." 


Although the FDA frets about 
ac cura cy, the agency recognises 
that home monitoring can lead 
to better treatment of chronic 
illnesses. In March, the FDA 
said heart patients taking 
warfarin, a Mood-thinning drug, 
could perform self-diagnosis for 
blood clots in order to adjust 
their dosage. The device, made 
by International Technidyne 
Carp of Edison, NJ, Involves 
pricking a finger with a needle 
and running the sample 
through a swati hand-held 
electronic device, which then 
displays the results on a screen. 

Self-screening for blood sugar 
levels has long been known to 
Improve treatment for diabetics. 
In 1993, the New lfti gland 
Journal of Medicine published a 
study revealing significant 
benefits to sufferers who 
constantly monitor their levels. 
Some credit such studies far 
helping to soften the FDA’s 
attitude to home tests. 

However, a number of 
questions remain about 
over-the-counter tests. 
Regulators fear some patients 
will foil to follow instructions, 
leading to inaccurate results. 
And even suppo rt ers fear that 
psychological counseling over 
the telephone will prove 
insufficient. 

“Our service gives people the 
telephone numbers of 
specialists in their area,” says 
Brown. “But people can have 
strange reactions when they 
hear bad news. It’s something 
to keep a careful eye on.” 

Victoria Griffith 







BUSINESS OPPORTUNITIES 

READERS ARB RECOMMENDED TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTERING INTO COMMITMENTS 
Clare BeUwood 0171 878 3234 Fax 0171 873 8064 


BUSINESSES WANTED 




1 New Presentations in London ! 1 

Revolutionary Tubing Technology 

□pto£L5m 

New Free Range Chicken Farming 

£150,000 

Mecfa & Hec Engineering Consultants 

£750,000 

Videographic Production Hardware 

£250,000 

Voice Recognition Telephones 

£150,000 

On-Line Medical News Services 

np to £5m 
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GROWTH 


Your company can achtave additional growth in 1997 by adding proven 
products, processes and tBchnotogtea somoad by soategte pannerehfra 
successful compare#* in Japan, hi. America and etewdwra. 

W0 fosoarcti high quality oppoTOrttios tor companies and provide a tufl 
ur vfca Inc&Jdtng opportunity id enti fi c ati on, matter research and agreement 
negotiation. Many ptas and companies have achieved success with our 
programme since 1979 and ful datate are awdabie from: 

Or Derek A Newlon. Director - SRA TECHNOLOGIES LTD 
18 Arlington Menu*. Leamington Sp*.Win«lotalte^Bwler»dC»32SW 
Tel: 01 826 332228 Fwn 01*26 335657 


FORMER CEO OF 
LARGE FINANCIAL INSTITUTION 

Now scmi-rttbwl andwitb sosno capacsiy, would perdcnlsdy enjoy 

working in on advisory role with a yeftmg. ambitious sad aatojiMnc 
management. Have beaded Urge UK sod US fanners! n rsnmncns. 
tf a*lsrkradand^hafremhrip.[&tt-*tmXQjtef&30l. 
Financial Thues. Ooe SoMtrwaA Bridge, London SEI 9HL 


OFFSHORE 


2ND PASSPORTS 


hvtaAhNr«ifMMnbfr 

PqmmOa.DtmUr 
INTERNATIONAL COMPANY 
SERVICES CUK» LIMITED 

ftamfinuk House. 2 - 5 OW fond St, 

london,WlX3TB 

Tel: +44 171 493 4244 
Fax: +44 £71 491 0605 

£-Mad uL-info@csi.com 
hnpj/www.ialcom 


DISTRIBUTOR/IMPORTER 

WANTED 

Wfc air a manufacturer tong 

experienced fa producing : 

* Aadia/Vldw cassettes 

* C-O, V-O sad Oetertox 

* C-D Jewel Bex 
Please contact us for details. 

OEM Project also welcome 
PT.UGAHARI 
JLMmggaDoa Abdad 
Blok B No. 1 

Jakarta PwM, INDONESIA 
Td : (52 21) 6259925, 6259861 
Fax: (62 21)6250255 


ESTABLISHED 
IHSIDHNT1AL DEVELOPER 

rtMubtt additional funding 
for sim at one to dx units 
in the Kent and Suite? area. 
Borrowing by tat ewet on ly 
or equity paztiqpdisa. 
Principals only. 

MkMeae taintMlea 



niFTWARE 

distributor 

know nqoimd to buy 50* tf 
prefiMNe impo rter TJO £700X00. 

I Locoed south. Eat 18 yt*. BcpmdsMe. 

100% iteie *afcpo**26c. 

Reply to Box B5302. finanrisl Tunes. 
One SoudiwMfc Bridge. 
London SEI 9HL 



ANSWERS 


Persona! Numbers am now big news m the US and UK. 
And for less than a £550 set up cost, you too couftf cash 
in an the big money as an Authorised Consultant, with at 
least 30 leads per month. So to get your share of the 
07000 and 07074 Personal Number market, call now on 
07000 654321. Before someone eke does. 


iimmMDW 

Establishe d, high fashi on menswe ar label is looking to further 
expand its international wholesale activities by means of 

arMrtirmal f i r mw r* and manag e me n t ovfwr io 
We arc an award winning British label, have recently opened a 
retail outlet in Coveur Garden and apart from UK Sales are 
p re sentl y exporting to the Far East and Europe. 

All setioos approaches will be carefully considered and kept in 
the strictest confidence. 

Please reply to: 

Box B5288, Financial Times, 

One Soofliwark Bridge, London SEI 9HL 


(IP TO 100% FINANCE AVAILABLE 

We have conctuded arrangements with a major UK 
Financial Institution to finance quafity property proposals 

JAMES S. MAUDE & COMPANY (act. 1S74) 

Corporate Finance Consultants 
3rd Boor, 90 WIgtnore Street, London W1H 9 DR 
Tel: 01T1 2246408 Rax: 0171 221 1196 


US ASSEMBLY/ 
MANUFACTURE 
FACILITIES 
OFFERED 

US based company 
manufacturing 

Bectro-Optical and 
mechanical devices to 
military Standards offer a 
manufacturing, marketing 
and distribution fariBty to 
companies needing a 
US presence. 

tn the first Instance 
contact us via: 

The Managing Director, 
Pathfinder-Fox Ltd 
Fax: +44 (0)161794 0157 


Business Expansion 
Scheme Companies 

Expanding BES Residential 
Property Group seeks to 
acquire property portfolios 
fan co mpanies looki n g 
for an exit route. 


.FouaeMU-** 

Oa« Son&wuk Bridge, 
laodonSEIVHL 


finance for Companies 
Professional Services, 
factories properly, satie aid 
dndopmem frnjnrr. Iu voice 
djg rxmring . fa cto rin g eic 

Uitn^aj H i aiM O B 
basnUkniL&l 

lib «m 7H 86« Fte N71 7M 8222 



PROJECT AND COMMERCIAL 

funding available to UK and international clients. 
Anglo American Group Plc- 
Tel: 01924 201 365 
Fax: 01924 201 377 


Channel Islands 

AE OBbtre bcorpoanon A 
MMHkn. 

TnetE rtb Httnua. Piyrefl ^eana/ 
BarMogFadUM 
farEx-Putnes. 

For (UMs B appobsim mKk 
Cray Tn« UmSeC. 2nd Recr. 

3« Owid Hu, St Hater, 

Jofsov JE24TE 

Tat 01534838774 fee 01534 35401 
6jMtagW|jtog 
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Bdsms OffORTUNnr 

Experienced Sales & 
Marketing Company, 
distributing to High Street 
Retailers, Rental Groups 
and Specialist Independents 
seek quality partnership 
with Consumer Durables 
Manufacturer pursuing 
UK representation. 

+ Full In/Out-bound 
Telemarketing Tbam 

♦ Full Advanced IT 
facilities 

+ Complete After Sales, 
Service & Logistics 

♦ Located M4 Corridor 

Applyhcotfidaict: 
Beedtwood Consultants, 
Beechwood House, 
Kemble, Gloucestershire 
GL7 6BT 


For 

Mergers and Acquisitions 
In • 

Global TYansport 


LE 





Jim deary 

TMugkManfcmcal Service* Lid 
10 Pt*B EobO. Bcncarafidfl 
Backs HP9 2LB.UK 
ILL +44(0)1494 678000 
Enc +44 (0) 1494 678888 


EXPORT OPPORTUNITY 
Regular upp&a of a UBS Wbeekhain 
avribbfe for export id Essteni Europe, 
Africa etc. Osapetitiro prices. 
Otftrigfaa mb or agency agroemeaL 
Enquires to Bax B529S, 
Ruoeisl Times, One Sombwsd; 
Bridge, Landcc SEI 9HL 


R ETIRED CHAIRMAN/ 
CHIEF EXECUTIVE 

of listed PLC, nuuure ene r getic 
sable, seeks <4»n+"giny pet 
positron of mtpousbiBy. ftmd* can 
be obtained insurable cases. 

Deride Cower 

2 St Stephens Close. 20 Averse 
Rosd. London NWS fiDB 


Regional House Builder wirh 
3 year laud bank sod around 
£3 nriUkm of tax tosses looting | 
for equity partner with 
£15 naQxn tohrvesL Principals | 
only. Write to Box B5292. 

Fraaoraal Tunes. Ooe 
S ou thwark Bridge, London . 
SEI 9HL 
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Information Technology 
Growth Companies 

Co m pu t er industry entrepreneur 
with substantia! f inuls seeks LT. 

for immediate 
investment sod management 
participation. 

A Software / Services venture 
that requires strong business 
le ade rship skills is of particular 
interest. The business may be a 
sun-up but must be in a fast- 
growing IT Sector. Thrget 
investments) would range 
between £500k and £10 ul 
P lease write to Bex B5289, 
Financial Times, 

One Southwark Bridge, 
London SEI 9HL 


ACQUISITION 

Private Purchaser wishes 
to accpdre profitable, cash 
positive business, minimum 
turnover £1 million. Any type 
of business considered. 

Send brief detaRs to 
Box BS297, Financial Times, 
One Southwark Bridge, 
London SEI 9HL 


MANUFACTURER 

ENGINEERING 

Large International Group Subsidiary 
based in UK, actively seeks to acquire 
manufacturing business, principally involved 
in Engineering, with a £2m - £15m Turnover. 

Confidential replies write to: 

Box B5294, Fin a n cial T imaa. 

One Southwark Bridge. 

Loudon SEI 9HL 


CIVIL ENGINEERING BUSINESS 

Expanding Croup seeks acquiaWcn of cuaMirimd civil or related 

businesses with a balanced workload between the private and public sectors. 
Preferred loca tion s are Nonb/East MxOaods, Manchester and North West 
England, and Central Belt of Scotland. Hanover should T«fit £5m. Curran 
profitability is nor essential aul cot u itlcrerfcn will be given lo compter, retirement 
or tax amotions. Incumbent management will be retained in mnyt cases. 
Confidential replies to:- 

FAIRLEA INVESTMENTS LIMITED 

1 Hauxihuo Rond Courtyard Lodge 

B0QHWBX. Ashley Roral 

Otagow Hale. Ahrinrini 

G71 8AT CHESHIRE WA14 3NG 

Tbi- 01698 854033 Tbt 0161 928 7230 

Fax 01698 854668 Fax 0161 928 8435 


CONTRACTS & TENDERS 


The Russian Privatisation Center (RPC) 

mandated by the Russian government to implement economic 
reform activities, privatisation and post-privatisation assistance to 
enterprises in Russia, is inviting interested companies to enter 
into a strategic partnership for the establishment of a Credit 
Rating Agency in Russia. 

The strategic partner will be offered a stake in the Credit Rating 
Agency after matching investments planned by the RPC over the 
next two years. 

The best candidates will be chosen in an open tender among 
Russian and international companies with experience in the area 
of business information, credit risk assessment and rating of 
companies. 

Interested companies should send expressions of interest by mail 
or fax to Ernst & Young (CIS) limited, at the address below. The 
RPC will consider expressions of interest received no later than 
June 24, 1997 and send detailed information on the tender 
framework no later than June 27, 1997. 

YahiaSaid 

Ernst & Young (CIS) Limited 
Podsosensky Pereulok 20/12 Moscow, 103062 
Russian Federation 
Fax:7-095-7059706 
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Bank services 
VAT exempt 


Electronic 
A transaction 

e serv toes pro- 

vided tQ 
banks and 
^ ^ ^ their custom- 

EUROPEAN m a com- 
COUBT putlng centre 

~ could be 

exempt from value added 
“X, the European Court of 
Justice ruled last week. 

The case arose out of a 
“allonge by the Sparekas- 
sernes Datacenter to the 
psnish authorities’ decision 
to levy VAT on its services. 
Sparekassernes is an associ- 
ation which provides elec- 
timiic banking services to its 
members - mainly small 
Danish savings hanfeq 

The Danish tax authorities 
ruled that certain services 
were exempt from VAT. A 
Da ni sh VAT tribunal over- 
turned that decision, and 
Sparekassernes applied for 
judicial review. 

The Danish court consid- 
ered the case turned on the 
interpretation of the VAT 
exemption for certain trans- 
actions in the Sixth VAT 
Directive and referred a 
questions to Luxembourg. 

The national court asked 
first whether the directive 
exempted services provided 
to banks and their custom- 
ers by a computer centre, 
where those services were 
executed, wholly or in part, 
by electronic means. 

The Court noted the rele- 
vant provisions bad to be 
interpreted restrictlvely, 
since they constituted excep- 
tions to the principle that 
VAT must be levied on all 
services supplied for reward 
by a taxable person. . 

The Court said a literal 
interpretation of the rele- 
vant exemption was insuffi- 
cient, and the context and 
structure of the directive 
had to be considered. 

The Danish Ministry of 
Taxation argued it would be 
difficult to prevent fraud and 
tax evasion if the services 
provided by Sparekassernes 
were exempted. It also 
claimed such an exemption 
would distort competition as 
other companies offering the 
same services would not be 
exempted from VAT. 

The Court rejected that 
argument. It pointed out 


that banks which provided 
such services in-house did 
not pay VAT on those ser- 
vices. 

The applicability of the 
exemption depended on the 
nature of the service pro- 
vided. The status of the 
entity which provided or 
received the service was 
irrelevant 

Denmark, the UK and the 
European Commission all 
argued that the services pro- 
vided by Sparekassernes 
should not be exempted 
because they were elec- 
tronic. 

But the Court ruled it 
made no difference whether 
the services were provided 
manuall y automatically or 
electronically. 

On the other hand, if the 
service merely involved the 
provision of technical or 
electronic assistance to 
another party which itself 
executed the essential parts 
or the transactions listed in 
the exemption, that would 
foil outside the exemption's 
ambit 

The Danish ministry also 
argued that the exemptions 
could only apply where ser- 
vices were provided under a 
contract between the person 
liable to pay VAT and the 
final recipient, but not 
where the provider acted as 
a subcontractor. 

But the Court said that did 
not take the services pro- 
vided by Sparekassernes out- 
side the VAT exemptions. 

Turning to whether the 
exemption could apply 
where only part of a larger 
financial transaction was 
carried out by a service pro- 
vider. the Court said to qual- 
ify for exemption, the ser- 
vices provided, as a whole, 
had to constitute a transac- 
tion listed in the directive. 
The fact that a particular 
service was necessary to 
complete an exemptible 
financial transaction was 
not sufficient to bring it 
within the category of 
exempted services. 


C-2/95: Sparekassernes Data- 
center v Skattemmisteriet . 
ECJ SCH. June 5 1997. 

BRICK COURT CHAMBERS. 

BRUSSELS i 


New global chief 
at Sumitomo 

Shunichi Okuyama, head of 
Sumitomo Rank 's Europe, Middle 
East and Africa division, has 
moved back to Tokyo to take over 
as bead of international operations 
for the entire bank. 

He is taking over from Kensuke 
Hotta, who has moved up to 
become deputy president with 
responsibility for all domestic 
operations. Hotta’s move followed 
the promotion of Toshio Marika wa 
from president to chairman, and . of 

YoshJIUmi NishBtawa from deputy 
president to president 

Okuyama has served 19 of his 31 
years with Sumitomo in London, 
and was on his third tour of duty 
in the UK, where his son was bom 
and his daughter went to univer- 
sity. 

He has been busy with a 
restructuring of Sumitomo’s 
regional operations, which has 
seen more decision-making decen- 
tralised from Tokyo to London, in 
line with what the hank had 
already done in New York. 

But Okuyama will not be 
replaced in London. Instead, 
responsibility for the Europe 


region will now pass to Akira Kon- 
doh, managing director of Sumi- 
tomo Bank’s north American head- 
quarters, who will remain based in 
New York- 

George Graham, London. 

Cesaratto appointed 
to key role at Nortel 

Cesar Cesaratto has been 
appointed president of Northern’ 
Telecom's Enterprise Networks 
Europe following the retirement of 
Jacques B&rube. 

Cesaratto comes to the Canadian 
telecommunications equipment 
manufacturer from Matra Commu- 
nications where he has been presi- 
dent and chief operating officer 
since the beginning of 1996. Matra 
no mrm m ipaH one is a joint venture 
between Nortel and the Lagardfte 
Group. 

Italian-born Cesaratto, 50, will 
have responsibility for increasing 
Nortel's share of the European 
market and for raising brand 
awareness. He will remain on the 
board of Matra Communications in 
France and will have partial 
responsibility for Sixtel, a joint 
venture in Italy between Nortel 
and Olivetti. 


John Roth, president and chief 
operating officer of Northern Tele- 
com, said: “Cesar . Cesaratto’s 
appointment will further focus 
Nortel's growth objectives In 
Europe as well as strengthen , our 
synergistic relationships with 
European joint ventures and part- 
necflaps."?. Ai - L 

Cesaratto emigrated to Canada 
in 1947 taking a first degree In elec- 
trical engineering at McGill Uni- 
versity in 1970. - He- joined the 
research arm of. Nortel the same 
year and has held a variety of 
senior pests hi the company includ- 
ing vice-president, com po nents and 
supply operations with responsibil- 
ity for nine business units. 

■ . Alan Dane, London. 

Merrill Lynch 
promotes Dowley 

Justin Dowley, who joined Merrill 
Lynch, the investment bank,- last 
year from Deutsche Morgan Gren- 
fell with his colleague Guy Daw-, 
son, has been promoted to co-head 
of joint head of mergers and acqui- 
sitions in Europe, the Middle East 
and Africa. 

Dowley becomes joint .head with 
Naomi Molson, who has been a 


mergers adviser with Merrill since 
1995. following the recent move by 
Ed Annnnziato, previously head , of 
mergers and acquisitions to 
become c.o-haad - .of . investment 
banking. . 

Dowley has led Merrill’s advisory 
business' in the UK since joining 

' the-.bank-SDs- ditfectSojjt logefliea^ 

with Dawson, who is now go-head 
of . * investment ^banking 
along with Anmmziato," was instru- 
. mental- la-btiflcQng- Kerim's tflsf: 
. strong®. 

Dowley,- 4L worked. for 35 years 
with Morgan GrenfeB. Molson, 39, 
spent eight years- with Goldman . 
.Sachs before-joining Menm ' •' -1 t 
John Copper, London 
■ . j*.- -- :• 

Sexwale to join -• - 
JCJ board 

Tokyo Sexwale, the premier '.of 
South Africa's Gauteng, province. 
fr ag Joined the migration of bteck - 
politicians: to the business sector. 

From a raff of directorships' an 
offer, the political head of the- 
country’s. industrial heartland has 
accepted a seat on the board of JCH, 
the TnfnhTg - hoase controlled byMzi 
Khumalo. Sexwale, .47, met Khu- 
malo on Robben Island, the prison 


for political prisoners, where both 
men were serving time for anti- 
apartheid activities. . 

. The appointment will bolster 
JCFs political credentials id its - 
race against New Africa Invest- 
ments, South Africa’s biggest black 
company, for new mining opportu- 
- Mties. Ney? ' Africa- 7 last . year 
; recruited Cyril . Bam^pbosa, a past 
president of the National Union of 
Ifihework e rs and formersecretary- 
of me -rating African 
National Congress, as deputy chair- 
man. .v 

, ; Like Ramaphc»a, Sexwaie has 
tonwdto-b^ watching 

.any prospect of. .a. .bigger : political 
Job torn sour. A charismatic figure 
with a-strongpopnlar following, be 
' was once voted Gauteng's sexiest 
man by the predominantly white 
listeners' of a local radio 
station. 

His move to business, the ti ro fo g 
of which is not yet deazi signals an 
end to his hopes of succeeding 
President Nelson Mandela, who 
wffl step down in 1999. That job is 
set to go to Thabo Mbeki. deputy 
president,' whbse rise to power is 
creating a new pool of former 
rivals eager for a home in -the cor- 
porate world. • 

Mark Asfmrst, Johannesburg 


ON THE MOVE 


■ Ian Gibson, managing 
director and chief executive 
of NISSAN MOTOR 
MANUFACTURING (UK) 
has also become managing 
director of the Japanese car 
maker's Barcelona plant in 
Spain. The new post is 
additional to his other posts 
with Nissan. 

■ Craig Hodge has joined 
CASPIAN SECURITIES, the 
emerging markets boutique, 
as senior salesperson, 

Joseph Jeong as Asian sales 
trader, Marci Field as head 
of Asian sales trading, 
Shumin Huang as senior 
analyst for Greater China 
Research, Giles Chance as 
senior salesperson for 
Greater China, Lucio Soso as 
head or research. Gene ’ 
Garfield as head of research 
and Khor Tze Cheak as 
construction and buildings 
analyst Hodge Joins from WI 
Carr, Jeong from Credit 
Suisse First Boston and 
Field from SBC Warburg 
where she was an associate 
director of Asian sales 
trading. Huang was 
previously at SBC Warburg 
and Chance was previously a 
consultant to Sloane 
Robinson. 

■ PUTNAM INVESTMENTS 
has consolidated its 


domestic and international 
equity group as a single 
department under the 
leadership of senior 
managing director Tim 
Ferguson. In the new post 
Ferguson will continue to 
oversee the international 
equity group as well the 
domestic equity group. 

■ South Africa's BOND 
EXCHANGE has appointed 
Tom Lawless as its new 
chief executive from July 14. 
He is currently treasury 
manager of state-owned 
electricity concern Eskom. 
Lawless has been a member 
of the exchange's executive 
committee since 1993. 

■ Viktor Tolmachov. 93, has 
been appointed chairman of . 
Russia's leading cargo 
airline Volga-Dnepr. He had 
been technical director since 
1991 and replaces Nikolai 
Cherkasov, who is retiring 
after seven years in the post 
Tolmachov was chief 
designer of the Antonov 
An-124 freighter. 

■ South African 
telecommunications utility, 
TELKOM has appointed Mac 
Geschwind from US-based 
SBC Communications as its 
new chief operating officer. 
At the same time , Telkom 
announced the appointment 
of Nor Hizam Hashimfrom 
Telekom Malaysia as its new 


group finance executive. 

■ The board of Sydney - 
Olympic Stadium . i . 
owner-operator STADIUM 
AUSTRALIA 
MANAGEMENT has 
appointed Paul Isherwood as 
Its new chafrman. He is an 
existing member of the 
board, and replaces Peter 
Ritchie who has resigned. , 

■ Peter Carman, who 
previously served as a senior 
managing director at - 
Putnam Investment . . . 
Management, has joined 
CITICORP as its new chief ' 
investment officer. Carman -. 
also becomes chairman of 
Citibank Global Asset 
management and will 
oversee global investment 
management activities. 
Carman succeedes Neville 
Bowen, who win retire at the 
end of June. 

■ Claus-Dietrich Lahrs has 
been appointed managing 
director of LOUIS VCJTCTON 
Deutschland and Loewe 
Deutschland. Prior to his 
new appointment, Lahrs was 
responsible for Cartier’s 
marketing and retail sales 
divisions. 

■ SOCIETE GENERALS has 
appointed James Pa ton as 
head of European fixed 
income sales. Based in 
London, Paton will be 
responsible for developing 


and expanding the product 
coverage and sales teams. He 
joins from. Lehman Brothers. 

■ James Downing has joined' 

THE CHASE MANHATTAN 
CORPORATION as a , 

managing director and head 
of mergers and . _ 

fox Europe, Africa and ' . 
Mid d le Bast from - 

Brothers. 

■ BA FUTURES, the- 
exchange traded futures and - 
brokerage arm of > : 
B«nkAmi>rii»a Corpor a tion,- 
has announced two semor 
appointments in Singapore ■ 
and London. Melvin Barden. - 
formerly general manager of 
BA Futures in Europe, 

Middle East and Africa for 
she years, becomes general 
martagpr of BA Futures in 7 - 
Asia. Tfracey Bennett. who " 
was previously BA Futures's 
sales manager in London, 
succeeds Barden. . 

■ CARR SHEPPARDS, the 
investment manag ers and 
independent financial 

i advisers now owned by 
South Africa's Investec 
Rank , have recruited John, 

' Hayward as a consultant to 
develop their pensions 
business. 

■ Pets’ Memertzhagen, the 
chair man nf ABN Amm 

Hoare Govett anf JHoore 
Govett Corporate Finance, 
haabeen appointed to the . 


board of The LONDON 
STOCK EXCHANGE, - 

■ ELF AQUITAINE has 
announced that sbmeseniar” 
management positions at its 

. Lagos-based EH! Petroleum 
Nigeria have been re-jigged. 
Jean-Franoois Gavalda 
becomes chairman of 
exploration and production 
unitElf Nigeria-Gavalda, 
who is also the head of Elf - 
Aquitafne's African region, 
replaces formes- chainnxn .•••'■ 
Frederic Isoard win retain 
his duties, as head of - 
hydrocarixms.-Both.men are . 
b ased i n Paris.! 7 A* 

■ William Zuendt. one of the- 
architects of WELLS ' - 
FARGO’S $U bfflion . 
acquisition of First 
Interstate Bancorp plans to * 
retirejater this year. 

■ ALUMINIUM COMPANY 
OF AMERICA has appointed 
Richard Edison as chief 
financial officer and 
executive vice-president. He 
-was formerly executive 

rice-president, environment, 
health and safety and 
general counseL Kelson 
succeeds Jan Hammen who 
resigned from Alcoa earlier 
tins year. . 

■ NIKKO EUROPE, the 
European investment 
banking arm of NIkko 
securities, has appointed 
Nicholas Marant as 


managbig director- of equity 
capital markets. He was 
previously- a director for 
equity primary mark ets with 
NatWest Markets in London. 

■ EBCA, the European rating 

Richard Fox. 42, as senior . 
economist in charge of Latin 
. America. He is currently 
chief economist for Latin 
America and Eastern Europe 
at Standard Chartered Bank. 

■ MANUGISnCS. the 
supply ir-hain management 
software and services 
supplier, has appointed. . 
Stephen Edwards as its new 
vice-preside nt for E urope. 

■ TEXAS INSTRUMENTS 
has appointed Jean-Francols 
Fan. 42. director of its 
European Wireless 
C ommunicati ons R nslnflM 
Unit He was previously 
sales and marketing director 
of the Telecommunications 
Segment, European 
Semiconductor Group. 

> ; International : 
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BUSINESS SERVICES 


CONTRACTS & TENDERS 


SELF 

ASSESSMENT 


Worried about 
Self Assessment? 

For Help & Advice 
Call your 
local accountant 
now!! 


(FreeCall) 

0500 330345 


TELECOMMUNICATIONS 


• Digital MUlqHir 

OpHo UnM 

• XTSTandOthar MMmflct 

• Um trera HcKM, OfflM, 

HoMs, Can Phoma , 

■ M Hour CtntanNH- Senrte* 
CM nowlor Nh* LawRNBri 

Tel: 1-206JZ84J3600 

Fax: 1.206^70.0009 
Lima op« 24 houral 

kailback 


BUSINESSES 

WANTED 

ESTATE AGENCY/EES 

and/or 

Properfr Managenwit Wanted 
in cemral/graUcr Londoo bj' 
EstaHishcd Expanding Group. 

Wri* Ik BS397, M 

teSndmk Bridp. LmfcoSEl WL 


75 Cannon Street, London EC4 
ia OU Bread Street, London ECS 
or 

Otw Canada Square, 
CmaryWbart, London EU 
Regus Unk - peraonaEaed 
tatephone answering, tax and 
secretarial services. 

Fully furnished, staffed and ! 
equipped offices far rent by tfw , 
day. week, month or year. 

A buainesB address in the 
most prestigious tocadons. 

Tht (01 T1) S56 7000 


COMPANY DOCTOR 

SpecfaBst he 

• Profit hnprova n atts 

• liumrotintfi 

• Restructuring 

• BnriMSS Strategy 

• BoslBaxs ExpansJons 

• ProWera Sohrtno- 

Far roqnlrosiBnts/detslb to 
Fax 01 327 871 55S 


COMPANY NOTICES 

Engete-HoBandse Beleqgmgs Trust N.v! "" 

notice thal # has receivad ihe lolowlng ncWtaatenuxtonhe 

pwcfiiiogo rerceniage 

3Sl rtwWch voeng of which 

interest Indirect pdfenBal rights «*ect potenaal 

FlnconB.V 15 - * 15 ^ 


8ultenhofB5 
P513AH Dan Haag 


Wascenaar, 2 June 1997 [ 

Appear (n the mandat Times "on 
Tuesdays, Fridays aid Sabidays. For 
ferthor fafermadon aria advertise In 
this section pieaee contact 
Marion Waddertsan on 
+4401718784874 


On the instructions of HM Government acting through the 
Director of Government Communications Headquarters. 

• ..J0L 

iM 

■ 

GOVERNMENT COMMUNICATIONS HEADQUARTERS 

• A major Private Finance Initiative (PFTj project 

a Serviced accommodation for the Government Communications Headquarters 
IGCHQ) 

* Potential for collocation of staff and operations onto a single site 

The aim is to provide modem serviced accommodation for GCHQ staff and systems, 
potentially to be based on a single site in the Cheltenham area. Principally this would 
involve either extensive redevelopment for GCHQ of one of the existing Qieltenham 
sites, or provision of a new site in the locality, and the movement of the site 
occupants and equipment between buildings and sites during this time. GCHQ 
currently owns approximately 177 acres in Cheltenham and there is potential for 
commercial redevelopment of any land released by the project 

The selected Private Sector Provider (PSP) would be expected to provide facilities 
management services such as building services, accommodation services, office and 
staff support services, and technical infrastructure services at GCHQ’s site(s). The 
PSP is expected to offer innovative solutions and to accept and manage risks inherent 
in the delivery of the services and the redevelopment works. The PSP will also be 
expected to assist GCHQ with the re-engineering of some support services to 
facilitate efficient and economic working in the new accommodation. 

Proposals are invited from companies or consortia satisfying specified UK 
nationality criteria for implementation and funding of new or refurbished 
accommodation for GCHQ. 

Interested parties are requested to apply by 26 June for further information and an 
invitation to attend a briefing to be held in London on 4 July 1997. 

The Project Director, 

Government Communications Headquarters. 

Room 7/19, GCHQ BehalL 
Fiddlers Green Lane 
Cheltenham, Glos. GL52 5AJ 
Tel: 01242-573209 Fax: 01 242-523580 


Project Number- Wl 1 346 
KLEINWORT BENSON Ltd 
CAPITA 


HERBERT SMITH 
CHESTERTON pic 


FRANCHISING 


NEW PROVEN FRANCHISE 

Producing £1,000,000 sales in the first year 
Total investment £1 70K • low rental premises 

• Weekend trading only 

f -■ [I £■ ; * • Training and support 

i/.: |f|Fe^ 

LiV DISCOUtfT 6 ? WAREHOUSE 



CRAIGAVON BOROUGH COUNCIL 
SELECT LIST 

ENERGY FROM WASTE PRO JECT - 
FEASIBILITY STUDY 

. ■’ i- - . - - • - . _ . 

Applications are invited from competent and experienced Consultant Engineers who wish to 
be considered for inclusion on a Select List of Tfcnderere who will tender for carrying out 
featibjlily study into a proposed energy from waste project 

This win involve full investigation and preparation of a suitable Business Plan for Energy 
from Waste in the Cntigavon Borough Council area employing solid waste and. biowaste as a 
fuel and including the development of a community heating scheme supplied from process 
waste heat together whb electricity generation and distribution. 

QUALIFICATIONS AND EXPERIENCE: 

It will be necessary to demonstrate previous experience in this particular area of work and be 
familiar with the following associated activities: 

(a) Electricity Generation including CHP and District Heating 

(b) Transmission and distribution of electrical energy 

(c) Energy and Economic studies 

(d) Chemical and Environmental Engineering 

(e) Engineering design and huge scale build structural electrical and mechanical projects 

(f) Transportation and related infrastructure 

(g) Project Management of large scale nndti-disciptined Contract Works 
Applicants should include the following information: 

1. Details of similar work carried out within foe last three years to include Contract duration, 
value, names and telephone. numbers of supervising consultants etc. 

2. Full details of current Management Structure. 

3. Approximate amount of gross turnover die past three trading years. 

4. Details of Employers and Public Liability Insurance. 

5. Evidence of adequate resources to comply- with, the Construction (Design and 
Management) Regulations (Northern Ireland) 1995. 

6. Fair Employment status. 

The Tenderers must, when selected, tender for aD of the services. 

The Tenders will be assessed and subsequently awarded based on the most economically 
advantageons submission and proven technical and commercial competence. 

It is expected that the length of contract will be -five months maximum' from the Haw of award 
of foe Teodor. 

Full tender brief and Contract Documents wifi be available on request from the Director of 

Environmental Services, Tbk -01762 3431199 Ext 265 at foe address detailed below. 

Tenders forwarded by post should be registered or recorded delivery. An official receipt 
should be obtained for each tender delivered by hand- Applications should be twarlcaHi 
‘SELECT LIST ENERGY FROM WASTE FEASIBILITY STUDY' and arrive with die 
Chief Executive, Chtigavon Borough Council, PO Box 66, Lakeview Road, Craigavon BT64 
1AL, not laier than 12 noon on Monday 23rd June 1997. . 

The Council is not obliged to invite tenders from any applicants or to accept the lowest or any 
tenden 

TEREANEY 
CHDOEF EXECUTIVE ■ 


OFFICE EQUIPMENT 


Call David Hoskins now on 

01733 31946S 


OFFICE FURNITURE 


We have - dred from tha manulacturar - ittw hljlh quality axaCufiva and 
. system canges ■ conferonea and lacapBoiw. taiga chntaa of wntsn, 
nKAtmlrm sndftx laminate ftnlstio# 


With discount of up to 40°o from R.R.P.! 


Loncfcm Showroom (orvtswing: fB-73 ThoabokfB Rood. London WCl>! STA 
Rj 4 esnrad and (ianrtno swvteas. 


UIHCACURO LTD Tel: 0171-331 SG73 


~ FOR IMMEDIATE SALE 
TV STUDIO & BRO ADCASTING EQUIPMENT 

TYstndib A.bEaadcafidng equipment lor sale -1 ymmid. 
Equipment indudeft Tbomeon and Sony Carrteras,Kank Strand 
U^tfotg systems, Thomson Protert Robotic Tape Lflwar^Loufo 
- ADC-100 Autonation System. Avltel, Tektmnix^Teteiriie, 
Pynitech, BES, T5L, Maddox Ldteh, Quantd and Sony 
producticHv monitoring and broadcasting equipmenL 
Interested parties please contact Joyce Low or AmubeDe Ghan 
at Teh 65-7320677 oc Fasc. 65-^30570 
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When you charge your stays at partidpatfogflfl&ri/ 


American Egress* Card between juried arid August 31, 199^ ^u’Bream 

'■ ' 'V^ 1 " V ' ' .••' r '-i;. 

Base points. Plus, you'll earn one free weekend night : 

the same period. You can earn up to three free rii^, and ehch fe yaM f^ri^ ye^ri Double Dip™ 
stays are when you claim both HHonors : : 

programmes fefe:5ame:.qualj^g^y,?^^ 
rewards- faster. For .reservations, call your 
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FIN ANCLAL TIMES TUESDAY JUNE 10 199? 


Clare Bellwood 0171 873 3234 


BUSINESSES FOR SALE 


Fax 0171 873 3064 


Melanie Miles 0171 873 4874 


REPEAT CALL FOR TENDERS 
FOR THE SALE OF 55,040 DMT GOLD BEARING 
PYRITE CONCENTRATE OF “CHEMICAL 
PRODUCTS AND FERTILIZERS CO S .A." 

OF ATHENS, GREECE 

“ETHNIKJ KEPHALEOU SA, Administration of Assets and 
Liabilities’ of 9a Cfiryssospiliotissls St. Athens 10560, in 
its capacity as liquidator of “HELLENIC CHEMICAL 
PRODUCTS AND FERTILISERS COMPANY S.A.’ a 
company with its registered offices in Athens (20, Amalias 
Avenue, Athens 105 57), Greece, which is presently 
under liquidation accortfing to the provisions of article 46a 
of L.1 892/90, by virtue of Decisions No. 4299 and 
7714/1992 of the Athens Court of AppeaJ 

announces a repeat call for tenders 

for the sale of 55,040 DMT gold bearing pyrite 
concentrate with a goid content of approx. 2Z7 g.p.t. 

Interested parties are hereby invited to submit binding 
offers, not later than Monday July 7th, 1997, 12.00 hours 
to the Athens Notary Public Mrs. ioanna Gavriell - 
Anagnostalakl, 18 Fidiou Street, Athens Tel.: +30-1- 
38.19.728, fax: +30-1 -38.25.1 91. These should be 
accompanied by a Letter of Guarantee issued in 
accordance with the sample Letter of Guarantee 
contained in the Offering Memorandum, by a bank legally 
operating in Greece, to remain valid until the adjudication, 
for the amount of DRS. TWENTY MILLION (20.000.000.-) 
Binding offers together with the Letters of Guarantee shall 
be submitted in sealed opaque envelopes. 

Envelopes containing the binding offers shall be unsealed 
by the above mentioned Notary Public in her office, on 
Monday, July 7th, 1997, 14.00 hours. 

The Auction shall take place in accordance with the 
provisions of article 46a of Law 1892/1990 (as 
supplemented by article 14 of Law 2000/91 and 
subsequently amended) , the terms and conditions set 
forth herein and the Terms and Conditions of Sale” 
contained in the Offering Memorandum. 

Interested parties may obtain a copy of the Offering 
Memorandum from the Liquidator “ETHNIKJ 
KEPHALEOU SA, ADMINISTRATION OF ASSETS AND 
LIABILITIES' 1 9a Chryssospiliotissis St, Athens 10561 
Greece, Tel. +30-1-323.14.84-87, fax: +80-1-321.79.05 or 
the, Liquidator's agent Mr. Efstratios Michaelides, 20, 
Amalias Avenue, Athens 10557, Greece Tel.: +30-1- 
32^6.334, fax. +30-1-322.11 .03. 


Five Generation Family Music House 


The Joni M rmnsaa d me Racoon m ficnaet rumow tegm of 

TNBrthmtdRHKHy. offer far CL5m 

adathabuMutduaaaed: „ snog regional aatomer to* 

fcnhworths Musk Houm Limited , Goodotdarback 

Rusbwwtln Music Lktatad ■ Cky centra leasehold promises. 

fanposabfaMKftanrflrcenwanfes Fot further dntaSs, plans* 

oentrod in Liverpool voth branches contact: T N Bhch, telephone: 

it Cham Bangor end Llandudno. 01S123S82H. 
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Refractory 

Contracting 

Orpington, Kent 

With trading locations worldwide the 
business and aww of Kdntjcs Twiiroiriiwul 
Limited (In Rec ei ve r ship) are for 

■ Spcciallsr contractor providing a 
refractory design, supply, and installation 
service to the pctrp-chrmrraT. cement , 
power; steel and incineration industries 

■ Turnover of £5_2M per annum. 

Projected X6.8M 1996/97 

■ WeO established mtermriotul re putatio n 

■ International diem base 

■ Quality certificate ISO 9002 

■ DNV certificated safety award. 

For further details cont act the Joint 
A d minist rative Receivers: Scott 
Barnes and Bruce Madcay at Grant 
Thornton, Grant Thornton House, 
Melton Street, London NW1 2EP. 

Tel: 0171 72S 2428. Fax; 0171 383 4077. 

IfUemetz httpJ/mtrsB. gramt-dxrmtmuca. uk. 

Grant Thornton* 

The UK. member fixm of [ m r aiioflil 

Auriiflrild tiy 

and \I Me+ [g « jm v gg in i i a l i iM M l 
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FORSALE 

THREE 

BUDGET HOTELS 

★ Good commercial locations within the UK 
* 150 en suite bedrooms in total 
★ Trading profitably 

★ Available with or without management 

OFFERS INVITED 
IN EXCESS OF £45 MILLION, 
SUBJECT TO CONTRACT 
FOR THE PACKAGE 

Contact-Dominic Murray 
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Detoftte& 
Touche 
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The Joint Administrative Receivers of A If Vaughan & Company Limited, 
L. K. Denney and J. B. Atkinson, offer for sale the assets and 
undertaking of the above East Midlands company. 

■ The company is engaged in: 

- General Transport 

- Storage and Distribution 

- HGV Workshop Facilities - 24 hour Service 

- Waste Disposal. 

■ The business trades from a freehold site in Worksop, Notts as well as 
3 leasehold warehouses nearby. 

■ Experienced workforce - 70 employees. 

■ Blue Chip customer base. 

■ Approximate turnover for the year to March 1 997 £3.0 million. 

For further information contact Lindsay Denney or Dim Wardle, 
Deloittc & Touche, 1 Woodbo rough Road, Nottingham NG1 3FG. 
Tel: 0 M 5 9S0 OS U . Fax: 0 i 1 S 959 0979. 


GT Polythene Manufacturing limited 

(in iiwhim thi. racditnUp) 

The join i administrative receivers offer 
the business and assets for sale, as a going concern: 

• Polythene extruders and conveners 

• Turnover £3 million 

• “Blue chip" customer base and 
forward order book 

• Specialised plant and machinery 

• Skilled workforce 

• Leasehold premises in Basingstoke. 

. In terra ed parties should contact Ms R Clayton 
to obtain a coprof sate particulars. 

Teh 0171 637 3377 exr 2168 
Fax 0171 3233683 

No 1 Riding House Street, London W1A 3AS 

Offirrs aha at Birmingham, Guildford, Salisbury, Tunbridge Wells, 
Wumtrr and Kwi 

■*ti u run SMfch twill ini • “ rw -- - * — 

mnd «nn RncMtfrt br SFA S^lwl lx D«0 

Mnrtm rf Ma .1 ranom j*uA 

Imllh Mt WMli-au IMm LlwinS 

SrpiliirJ hr dir hmvl I nnmn , Unhixlo 


WHOL ESALE 
DISTRIBUTOR OF 
FURNISHING FAMUCS 

EstabBgfaed hMi lujeorianier 

bwe. turnover of appraxtnniefy 

Cl mflSom. Would eMlty i ri o at r to 

BBiM utlil tr with aimOirr rfbgrihiiw. 

Only ginuine nueiested putts 
staoW apply to; 

Bra BS2JH, Financial Too**, 
One Sonflnnxfc Bridge 
London SE1 SRL 


CHESHAM. 

BECAUSE YOU ONLY SELL 
YOUR BUSINESS ONCE. 

And yon want the right buyer. With 
confidential briefs from more than 2000 
PLGs, foreign multi nationals and venture 
capitalists who are looking to buy successful, 
private companies worth between £1 million 
and £50 million, we ought to be able to help. 

So if you’re thinking of selling your 
business and would like a service which 
enhances the price and minimises the cost to 
you, contact our Managing Director to 
arrange a confidential discussion. 

CHESHAM 

QfesS&J AMALGAMATIONS 

Vy ^2 / The first name in merger broking. 

Chesfaam House, 2 Beutinck Street, London W1M5RN. 
Telephone: 0171-935 2748. 


PLANT HIRE BUSINESS BASED EAST LONDON 

• Estabfished 1981. 

• Prominent main road location wfth retaSArade frontage. 

• Extensive hire fleet 

• Established customer base. 

• Mechanical and electrical workshops. 

• 10,000 sq. ft leasehold premises. 

• 400k T/0 with scope to improve. 

Far funhardMaas pl ea s e contact; 

HAWBERY 
1KI NG-© 


38 Ware Rood, Hartford, Harts SG13 7HL 
Td: 01992 505539 Fvn 01982 509288 


/ The No. 1 independent feting of 
' medum to tores oonuanies for sale 
, « me UK [f/rfilnHptew suctions 

i fat major aojusJJons andaSUK > 
\ iweSwrahliB. for sU> detaaa \S 

VjH81-875Q20a/ 


Business For Sale 


Vehicle hire business in a key location for die South West: 

• Profitable and established with excellent customer base. 

• Around L2S Commercial and speciality vehicles end cans. 

Principals only please. Write to: 

Box BS299, Financial Tunes, 

One Southwark Bridge, London SEl 9HL 


hek if Ifo fa Iiumi -aiVn^J V«- 


Metal Seals/Buckles 
Manufacturer 

The Joint Administrators, Andrew Fender and 
David Nisbet, offer for sale the business and 
assets of a specialist manufacturer of metal 
seals and buckles for the packaging industry. 

Key features: 

• Annual turnover in the region of £1.6m 

• Established world-wide customer base 
(mainly EO 65% overseas, 35% UK 

• Fully equipped production line 

• 21 experienced full time employees 
(15 factory, 6 administration) 


For further information 
please contact 
Andrew Fender 


CAS SON 
•3B BECKMAN 
& PARTNERS 


Lichfield Place, 435 Lichfield Road, 
Aston, Birmingham B6 7S5 

Tel: 0121 326 0880 Fax: 0121 328 6456 


DIVERCO 

Sell Companies 
Nationwide 

i- •.NililMii/d is •. I'iir-. 


SELLERS and BUYERS 

CtMttaet in eoqfidence: 

DIVERCO LTD. 

4 Bank Street 
Worcester WR1 2EW 
Tel: 01905 23383 
Fax: 01905613523 


I. IOl IDA I IONS 
KCCMV KRSHIPS 


Weekly list of all companies 
that have registered that week 
they have gone into liquidation 
or receivership. 

Details on what they did and 
who the acting party is. 
Plus scores of auctions. 

Contact 01652 680 889 
for farther details. 


BUSINESS RESALE 

Businesses For Sale - 
Monthly list detailing scores 
of businesses and properties 
for sale. 

Contact Business Resale 
01852 880 980 


FOR SALE 

Car Hire Business 
>4ay highly profitable. 

For detxBa, please contact! 
B. M, Wtttcostunr 
Brace Marshal! & Co 
31 King Street, Kutsford, 
Cheshire WA16 &DW 


FORSALE 

SignificBa shareboMing in 


based in Wiat Yorkshife. 
Aunol revenue ai excess of £7m. 
Far Amber detalk wte la, 

Ba» B3279, fh—rlnT Thxa, 
OaeSeMbinrii WL 


ROBERT BARRY & c 0 . 


WHITE LION HOTEL 
ALDEBURGH, SUFFOLK 
Prominent position close to town centre 
with delightful outfoook aver foreshore. 

A busy & weD regarded 3 star hcAd enjoying afl year 
business. Wei maintgned & wilh compre he nslvB 
facies Ind. 2 bars, restaurant (80), buttey (30), 2 
lounges, function room (120), 38 en suite letting 
bedrooms. Managers flat & 3 staff bedrooms. Trading 
proSIs over £148,000 on T/0 £712,900 
(Y/E November ’96). 

& Jim freehold complete. 

TEL: LONDON 0171 491 3026 

e-roail: IQrobertbarry.co-uk 


Plastic Injection 
Moulding 

The Joint Administrators, Andrew Fender and 
David Nubet, offer for sale the business and 
assets of a specialist plastic injection moulding 
company in the packaging/construction industry. 

Key features: 

• Annual turnover in the region of £Tm 

• Established UK and European customer base 

• Excellent product range 

• Fully- equipped production line 

• Leasehold premises in Warwickshire, totalling 
2,000 sq ft 

• 25 experienced full and pan time employees 


ABC - 7 ne simple way !o 
buy ot sell a business. 


Jut am ai dr na Beoriami Far Me 


EUHtVUK Fmt Pmak. S. 
WM Baad KHI1I5. T/0 i.Tn pa Pria 

msMo 

FWUmirtllW/MSBOoaefY Swptat. a dm 
ia S. E»a UX T/o OocSfl SLA nt Sma 3B%. 
■97 £2J ml n9« Mat Aasata. Ptkt te M 


EiMHawmai (rietw pnduO) vttti UK 
deaiv aanulc 4 own tain. T/o CBmL BP 
Cisam H« CSQQK. RwM 14JQ0Q sqR 



For further information A CAS SON 
Please contact 1? B £C KM AN 

Andrew Fender & PARTNERS 



Lichfield Place, 435 Lichfield Road, 
Aston, Birmingham B6 7SS 


Tel: 0121 326 0880 Fax: 0121 328 6456 


For Sale 

SOUTHERN ENGLAND/ 
HOME COUNTIES 

n^UTihi^ti ml of 

ra beairfi industry tertmidans. This 
well -established profitable and 
efficiently imnay ri business with 
a turnover of cirea £6 milium is 
available doe to the retirement of 
the praprietot Premises available if 
required. 

Ah enquiries ux Refi CS/H 
CtareviUe Capital Limited 
IS Pond Place 
London SW36QJ 


MEAT INDUSTRY 

• Indcpendau oatonomous 
subsidinry 

• Turnover c £20m 

• Carrera profits over 
f lm pre-tax 

• Caosistem performance of 
aefaievemoat and growth 

• Excellent customer and 
supplier relationships 

Contact: Box B5285. Fbiandai 
Ttmea, One Socthwarik Bridge, 
Loadoo SEt 9HL fnr initial 
information including a copy of 
jour latcH accaums. 


SPECIALIST LEGAL 
& PROFESSIONAL 
PUBLISHING COMPANY 
FORSALE 
£500,000 plus 

TfMie tor Bn Bsm RhdcM Uncf. 
On* &MfamfcBrU|a, London 5E3 ML 


BUSINESS FOR SALE 
Attractive Investment 
Ski and leintre rejoit in the Arabian 
Alps. S!d lifts •* Leisure Part + 
large private hunting area f« stie. 
Opera ling m 3 seasons. Lifts * 
Resoumus + Quiets. Only 
2 boon from mtl aupert Zurich. 
Interested parties phase reply to: 
Fa« **41-75-393 1211 


FOR SALE 
ESTABLISHED 
MAGAZINE 

with low prim run and high 

srou profit auigia 

Write In; Bra B52M, 
FfanocUt Tbpa. 
Otte&Mflnnrh Bridp. 
LowtaaNSl «KL 


h- 

Uj 

cc 


COMPLETE ENGINE PLANT 
FOR THE PRODUCTION OF 
STRAIGHT 6 CYLINDER AND V12 ENGINES 

STRAIGHT SIX CYLINDER ENGINE 
Lines include; , . 

Cylinder Block, Cylinder Head, Crankshaft. 
Camshaft. Connecting Rod. Bearing Cap, Cam Cap 
and Assembly Lines. The engine is available as a 3— 
and 4.0 Litre Petrol Engine. 

V12 ENGINE 
Lines include; 

Cylinder Block, Cylinder Head. Crankshaft. 
Camshaft. Connecting Rod. Bearing Cap. Cam Cap. 
Tappet Block and Assembly Lines, The engine is 
available as a 6.0 Litre Petrol Engine. 

Hot and Cold Test Bays. CNC Parts Storage System. 

All Tooling, Spare Parts. Manuals. and Drawings are 
available with the various production lines. 

For Colour Brockurt <£ Sale Catalogue Fltasa Contact: 


► * henry 
JJL/butcher 


Fax +1 313 522 4240 FBx +44 (01 171 405 9772 



NCK Limited 

(in administrative receivership) 

The Joint AdmirtsaratNe Recewers otter sate Uw 
business and assets of NCK. 

Principal features inctude: 

■ Manufacturers of crawler cranes 

■ 1997 turnover estimated at £5.5* roitton 

■ Future order book of £3 million 

■ Strong rebuild and parts business 

■ Strong international reputation 

■ Long leasehold site m Ipswich. 

For further inform a ti o n contact: 

The Joint Administrative Receiver; 

Tony Thompson, KPMG, 

20 Farrinfldon Street, London EC4A 4PP. 

Tab 0171 311 3860. Free 0171 311 3607. 

E-maU: tony4hompson®kpmgxo.uk 

KPMG Corporate Recovery 

KPMG s outtmaad lx irw mswi/f ChMmxl Ac^rov'!.-. «- f.i»M 

and Wah» to c.wy on mvnaroiav Busnw 


The property 
specialists 
for golf 
and leisure 
businesses 


54 Brook Street 

London 

W1A28U 

Telephone 

0171 491 1555 

Fax: 

0171 431 2555 

Chosterlon 
Leeds 
Telephone 
0113 242 0044 


LEEDS & GRIMSBY 

Two 9-hole golf centres, driving 
ranges & large professional shops. 
Both businesses located in 
central positions 

20 mins, drive-time:- 
Leeds - approx. 580.000 people 
Grimsby - approx. 180.000 people. 

FOR SALE FREEHOLD 

Chesterton 


H-M-H 



C:iIRISTIIs&.CS 2 


Surveyors. Valuers & Agent? 


( i siru. I.omion 


Hotel 

« Exeellent central London location, dose to (be Gty and West End. 

- Pimnincnt parpoic buih botoi 

* 1 00 ensnire letting bedroom. 

- 5 conference and banqneting rooms for up io 500 people 

• Rcstannmf and 2 bars. 

* A programme of refitrbuhmau to a high suuUivi i> currently 
nearing comptetian. 

• Scope for fanher devdopoait (subject to pLmmng pennresHWJ. 

Offers invited freehold 

AO enquiries to Calm Hall or Jonathan Wm RefXfFTM? 

0X71 227 0700 


Orocst <T:Lo Htxr« • Ba acwow' Bcstol ■ &gteu»oi • EarrCT • (kjjco»i ■ tre«icB 
Lore • Mwreiu ■ Maim Brno ■ Knanu ■ Xormcun - Wmaumx 


RTOllM,'|.)JJ.|:i,'l T TTI7^ll 


•* (Non-Convention, ii) reins? Type UK b.iscd store fjroirp -.vfucti sc/'-i 
a wide range ol Menswear. Ljdiesvmcir. Child rcriswo.ir. Tc 
Toiletries. Household, Fancy Goods end Leisure pfoduets 


•T/Ovw (Qrq) £35 MLn P.TRfCfrc) £15nA • Awoge SafM. 

par store per amum (Cbc)£7mBL 
•NAV. ((fa £BmU •Gearing (Ckc) 50% *f*jnUntlorUanoaa 
•Co. Est 30 years. 

•ftoge gnmh potential 


T rations c/iWi';: tr 

r-:!cJ tj Si 






Recruitment Agdicy - Contracting Omy 
£20mTurnowrp.a. 

«re a felkaira aiorratiin; em]A>mrra «m, in ^jivT* »>l sn mti hunt 

rrtK^aU> m «utmi kmcLma 

^ “*■ ruvou-ui >VJT tw-vs «,n tv m COO, a* M nb pm 

i»\ of Rnpi 1 1 

Bus mr«n Ul 4 ,v,»v ^ (*, llrtM nJ 

tMmSCIWftI (cam tftw tmi idcwUWJ rtpulVw Item •WhTftvm (Tr««tttlri 
UttrwMnirfnaewi aw m^ht fhwa LjiErrirmwicI njomwsw hw 

Wrhe la: Bra FkuKW Thaw. Om Soidfcurt BrMp, imla« S»^ *Ht 


SPECIALIST HUMAN RESOURCE CONSULTANCY 

£500k plus profits 

Merger Opportunity leading to floatation 

Ou» chorn is a «ofl miabtifwi tntomaumed nerw conu«n» OutmtM 

01 Va» a -ion ctem wji b* «n intMiiahsiu: 

HKnwmore Uroup-trocunw Skbcpi e» Cansuflaivv 9 u*a»» W 

B tioauiftft but you jwhaja lack \rw 1 v K « W¥ r**, & prepay wn** * 
mpf Qg r woum aut both partHa lo «cn*ovo tioaufon AOmHinwy * «k>M 
wnpany tocMno la tjvominraijon or a footbonl mu ItumM c* wvo a ookW 
to unpinxi vaitf asiwifp par star^ 

Pt«we writ* to void confW*n« to: Bo* aSSb\. WVnamM Derm. 

Om BouttMftr* Brititw, London S£| «hi. 
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ARTS 


T he hard troth Is that a 
collection sucb as the 
Tate’s, with its 
responsibilities split 
_ . hrtween the historical 
an® the contemporary, will 
always hold more than it ram 
erer show at once, even with all 
“©space and money la the 
And with a statutory duty 
to continue buying, both to 
the range and quality of 
the rads ting coverage, and mmt 
t° r cur rent development and 
activity, the problem will never 
go away. The popular canard 
“at somehow the public Is being 
cheated, with all its treasures 
lying forgotten in the cellars, is, 
however, mere ignorance. 

The policy of an annual re hang 

of the permanent collection was 
begun some nine years ago when 
Nicholas Scrota became director. 
The New Displays for this - the 
gallery’s centenary - year have 
just been announced, if not quite 
lolly hung. For the eighth con- 
secutive year, the re-arrange- 
ment Is sponsored by BP. Given 


Moving pictures at the Tate 

William Packer reviews the centenary rehang and looks forward to the millennium 
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painting in the 19th century, 
from the Newlyn narrative of 
Bramley's “Hopeless Dawn", or 
Sourer scales’s sunlit barque 
under ftdl *aB off Valparaiso, to 


the nature of the exercise, as one 
of fairly constant flux, what we 
celebrate here is a process rather 
than an event. 

The arguments for and against 
this rolling policy are well-re- 
hearsed, Key works always fan 
victim to the merry-go-round 
and can be badly missed. And 

after eight years might it not 
just be time to let one or two of 
them now find a settled spot; 
still centres in this turning 
world? With space so limited - 
roll on the millennium and the 
Banhside Tate - the conven- 
tional wisdom of modern curato- 
rial practice, which apparently 
would give anything painted 
after 1900 a wall of its own if 
that were possible, does seem 
increasingly indulgent. 


We move from Gallery Three, 
for example, foil of the confident 
18th century and any number of 
worts by Reynolds and Zoffany, 
Gainsborough, Stubbs and domi- 
nated by Copley's magnificent 
"Death of Major Pearson”, and 
on through Gallery Eight, no 
less dear for being stuffed with 
Constable and his contempo- 
raries. 

Then it is into the large Gal- 
lery Nine, hung floor to celling 
with an entertaining schuss 
through Victorian and Edwar- 
dian favourites - Bnme4ones’s 
"King Cophetua and the Beggar 
Maid”: Farqnharson’s sheep In a 
Scottish blizzard; Purse’s "Diana 
of the Uplands” with her hounds; 
Whistler's Miss Cicely Alexander 
in grey and green. 


So far so good, but then, with 
the pre-Rapaelites behind us 
(Gallery 10) we are suddenly into 
Modern Ail, and goodness, how 
things change. British or foreign 
<* a mixture of both, ft doesn’t 
matter, but from Galtary 11, in 
rooms that are no smaller than 
the general run, we are lucky to 

get 10 pictures to the dozen. 

T hat is not to say the 
displays in them- 
selves are not well 
chosen and well hung, 
which brings ns to the, 
case far the defence. 

The conventional curatorial 
solution was always to stick 
with what was thought the best 
in a fairly permanent hang, with 
the occasional special .exhibition 


to flash out other things, to iUu- 
minate a particular theme and 
spring the odd surprise. 

The idea of a constant taming- 
over erf the entire collection as 
the principal and regular dis- 
play, with the opportunities it 
afforded of constant reassess- 
ment, rediscovery, fresh ctHnpar- : 
Ison and cross-reference, was 
revolutionary ammigii in g con- 
servative profession. It was cer- 
tainly worth trying and on bal- 
ance, at the Tate -At least, 
bearing in Titrmi the reservations 
cited, has proved a great saccate. 

With modern and contempo- 
rary international art he adin g 
for Bankslde in the nriUennlnm, 
and the Tate reverting to Its first 
purpose as our National Gallery 
of British Art, there will no 


doubt be a return to a more per- 
manent dispensation. We must 
hope that the lessons of /the New 
Displays over these recant years, 
their sense of adventure and 
renewal,, will not be too soon, for- 
gotten. 

For the y place the. permanent 
: collections . back - where they . 
should he, at -the centre of topi- 
cal gallery-going interest; and 
they encottragetfae habit of resit 
lar visits to keep up to date. 

Thus, Car another month,Gal- 
Iery Two holds Hogarth?* mid- 

18th imttc y lmte .cMtaapfr 
rarica. as various as Ramsay and" 
Canaletto, to complement the 
special tercentenary display 1 in 
Gallery E. Gallary 11 has Brit- 
tarria’s Realm, an intriguing 
anthology of British marine 


and Whistler. 

:T On the modem side; in Gallery 
. 18 under Die beading of "A Clear 
VMmiT. Fteai and Spencer are 
hung With the German new- 
realist of the 1920s, Christian 
Schad. Next door. British neo- 
Tomaatietsmis given a thorough 
afringwtth Craxton, Minton, 
Ayrton, Cedi Collins. Paul Nfah, 
Alan Reynolds .and the young 
Eran ds Bac ons fri Gallery -M, in 
The Experience qf Place, the St 
Xros abstraetlffld of Frost, Heron 
™d Lanyon is given a broader 
context by : the work' of ; Sam 
Francis, Ivon Hitchens and Brice 

l ^ayttwi, AO — 

and in a month or two it will be 

something else. 

Cente nary Displays: Tate Gal- 
lery,' SW1, continuing through 
the year: sponsored by BP. 


Theatre 


Serious 
about 
the Bard 


F or non-Shakespearian rea- 
sons, the press night of 
Henry V at Shakespeare's 
Globe will long stay in the 
memory. Daring Act IV - not long 
after we had been looking up to 
admire the glowing azure of the mid- 
evening Sky - li ghtning be gan to 
flash frequently, and thick torrents 
fell. The actors, protected by the can- 
opy high above the stage, carried on. 
Some promenaders cheerfully pro- 
duced umbrellas and huddled close 
to the stage. Others withdrew to 
shelter at the rear of the theatre. But 
so committed was the audience by 
that time that nothing scuppered the 
success of the evening. I have liked 
ah three Shakespeare productions so 
far at this new/old theatre, and 
Henry V - directed by Richard Oliv- 
ier. with the Globe’s artistic director 
Mark Rylance in the title role - is 
the most winning of them alL 
It is Henry V in Elizabethan dress; 
which works so well that one seldom 
notices. And it is Henry V with male 
actors as Mistress Quickly. Princess 
Katherine, Queen Isabel, and the 
gentlewoman Alice: which also 
works so well that the difference 
hardly matters. (Toby Cockerell’s 
account of young Katherine's femi- 
ninity is so striking, both funny and 
serious, that one would like to see 
him trying on other Shakespearian 
heroines far size.) 

According to Richard Olivier, It is 
also Henry V as myth. This dimen- 
sion eluded me. Certainly it was 
Henry V as melodramatic comedy: 
which is what the Globe seems best 
suited to. Though Rylance & Co. 
could have invited audiences to 
behave with the high-spirited seri- 
ousness of Albert Hall promenaders. 
they have instead encouraged them 
to behave as if these plays were 
Christmas pantomimes. How Friday 
night’s audience enjoyed booing the 
French king! How well every Shake- 
spearian joke worked in this setting! 
Audience and play grew only mer- 
rier as the evening continued. 

This was the jalliest Henry V I 
have seen: but also the most light- 
weight Shakespeare's Globe has still 
to show us that it can present Shake- 
spearian performance of the highest 
level That level heaven knows, is 
rarely enough achieved; but Mark 
Rylance is one who has achieved it - 
most recently as Benedick in the 
Wart End Much Ado. He is the most 
variable of actors, and his Henry V 
shows neither the best nor the worst 
of him, it is wonderful to see, now 
and then, his gift for expressive still- 
ness, and it is affecting to hear that 
gentle quiver within a seemingly 
calmly produced voice. 



Mark Rylance as Henry V: can introspection work at the Globe? 


His is a pensive, troubled Henry. 
But not an absorbing protagonist. 
Too low in energy, he has not dis- 
covered how to make the higher 
flights of Shakespearian thought 
encompass a Globe audience. Which, 
in the great “Upon the king’' solilo- 
quy, be certainly tried to do. Can 
introspection or philosophising work 
seriously today at the Globe? I hope 
so; but I wonder how. 

And - this is also important for 
the Globe - Rylance is less consis- 
tently audible than he was last year 
in Tim Gentlemen of Verona. Again, 
it should be he who should be set- 


ting the example in how to make 
quiet tones carry, and In drawing 
the audience into his own concentra- 
tion. But he is tentative. Always an 
experimental actor, his very accent 
as Henry travels up and down the 
Pennines. And his voice - with its 
somewhat backward placement - 
now seems wrong for the open 
spaces of the Globe, as do those of 
several of his co-actors-. One 
applauded John McEnexy less for his 
acting as Archbishop of Canterbury 
and as Pistol than for his sheer vocal 
projection. 

No doubt Rylance's reading would 


have been twice as successful twice 
as poignant, in a conventional audi- 
torium. But it is he who should be 
leading the way to forge an acting 
style to make the Globe a major 
stage for Shakespearian acting. Until, 
he or his colleagues succeed, H may 
well become merely part Shake 1 
speare theme park, part the Open 
Air Theatre of the South Bank, as 
loveable as Regent’s Park - but of 
no higher consequence. 

Alastair Macaulay 


Shakespeare’s Globe, SEL 


Pop/Antony Thomdyft 

Talent will out 


I t sounded so appetising. 
The Gilbert & George of 
BritPop, the -Pet Shop 
Boys, were going to 

1-gtrp an the Tte mv ton HtTStS 

and Sarah Lucas’s of BritArt 
head on, with IS nights. of 
performance pop -which 
would put performance art 
in its place: somewhere east 
of Saffron Walden. It did not 
quite work out: - 
The essential irony was 
there in abundance, with, the 
Boys, Nell Tennant arid 
Chris Lowe, dressed Tike 
morticians, staring blankly 
at the audience with all the 
charisma of chid curry The 
venue was right, with the 
Savoy Theatre . recently 
restored to . pristine . Mt- 
echness: and the distracting, 
“what on earth is the point 
of that" sflhness, so associ- 
ated with the avant-garde, 
was' there in overkill, with, 
tedious videos by Sam Tay- 
lor Wood of some yuppie din- 
ner party dominating the 
stage. 

Yet somehow what should 
have been the smartest. 


quaintest event of the sum- 
mar fan "a fiat .Oddly it 
was the . product . that disap- 
pointed. Lowe, as frozen as a 
fish fmger,lookedtmeat the 
keyboards in his back-stage 
cubicle, lit by myria d bulbs, 
but the pre-packaged sound 
was badly balanced and Ten- 
nasfs cool lyrics; delivered 
with the usual disdainful 
sneer, were mainly lost 

"hen you. found 
yourself taking 
.mere interest in 
-the yawnie 
videos than. in Tennant's 
songs of unsatisfactory rela 
tionships you knew some- 
thing- was not working, 
(hadually talent came, out of 
the closet and, after the 
break, the music finally tOok 
control At -the end when 
Tennant, .against type, 
became a pop star. Bin g in g 
directly to the fens , and lead- 
ing with, his guitar on stan- 
dards like "West End Girls”, 
the .long awaited nirvana 
had been reached. 

You then realised what the 



irritating party on screen 
was about it was set to mir- 
ror the'eyents on stage with 
the guesta working them- 
selves -up to the all dancing 
finale. But too much thought 
had gone into the production 
of the show, and too many 
doubts were left in an the' 
content,, notably how camp 
did Tennant want to make 
it. Certain songs, like the 
ebullient “Go West" and the 
touching “Iris a sin” were 
well presented as powerful 
gay anthems.; For the rest, 
such ras the version of 
“Somewhere", Tennant just 
played the pop guru. 

By the end the Pet Shop 
Boys had scared again and 
pop was revitalised. Whether 
the accessories, especially 
the dancer and Murray Lach- 
lan Young es the sardonic 
supporting poet, are strictly 
necessary m leave to Ten- 
nant But 'starting with post- 
modern. poetry certainly 
gave the evening that fed of 
the 1960s, the heyday of per- 
formance art Eat your heart 
out BritArt. - 


New regime at National Theatre 
announces populist programme 


T revor Nunn 

announced his first 
programme as artistic 
director of the Royal 
National Theatre yesterday, 
with the caveat that he saw 
his Job appealing to the 
widest possible audience, 
“not just those with 10 “O' 
levels". Not surprisingly, he 
has sketched in a popular 
mix of old favourites and 
interesting rarities. 

His reign opens at the 
Olivier on September 19 with 
a new version by Christo- 
pher Hampton of Ibsen’s An 
Enemy of the People, starring 
fan McKellen, thg first Lon- 
don production of the play In 
decades. Tins is followed by 
Nunn's response to the 
National’s recent Christmas 
success. Wind m the Wil- 
lows : a revival of his version 
of Barrie’s Peter Pan, also 
starring McKdten. 

Ron Hutchinson returns to 
London, with, his version of 
Mikhail Bulgakov's Flight, 
about the .aftermath- of .the 
Russian revolution which 
was banned in the play- 
wright’s life time. At the 
Lyttelton, the highlight is 
Noel Coward's Private Hoes 


directed by Deborah Warner, 
who is not known far her 
camedic touch. This wfl 1 be 
in repertoire with Arnold 
Wesker's Chips with Every- 
thing. 

.Nunn’s favourite pastime 
is reading old plays, and 
years ago -he- uncovered 
Edward Ravens croft’s 1669 
hit, The London Cuckolds. It 
opens on February 19, 1996, 
in a version adapted and 
directed by Terry Johnson. 

T he tiny Cottesloe Is 
given over mainly to 
new writing, with 
premieres of plays by Mich- 
ael Frayn, Sebastian Barry, 
Kevin Elyot and Frank 
McGuiness. A Long-forgotten, 
never-perf orme d play by 
Tennessee WQUams, discov- 
ered by Vanessa Redgrave 
and set in a prison, opens cxn 
March 5.-- 

Given bis background,. 
Nunn is not shrinking from 
musicals, which have pro- 
vided the. National, with 
much needed profitable West 
End transfers in recent years 
(in particular Carousel and 
Guys and Dolls): he has 
secured the rights to Okla- 


homa! Nunn is also present- 
ing a small scale, “mobile" 
version of Joan Littlewoods’s 
Oh, What a Lovely War, 
winch will tour the UK. 

Shakespeare is being held 
back to .the. summer of ’98, 
whop -file rival RSC will be 
. absent from its former Lon- 
don home at the Barbican. 
The planned productions 
include Romeo & Juliet, Cor- 
iolanus and TroUus & Ores- 
sida. 

Aware erf the priorities of 
the new government, Nunn 
stressed access and touring 
in the regions. He also said 
that since his- arrival last 
November (although he does 
not officially take over from 
Richard Eyre until. October 
2) the management team has 
worked well enough to make 
the job of executive director, 
previously held by Genista 
McIntosh, unnecessary. This 
squashes rumours that 
McIntosh, who resigned 
as chief executive of the 
Royal Opera House Covent 
Garden after just four 
months, win be returning to 
the National 
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■ AMSTERDAM 

CONCERT 

Concertgebouw Tel: 
31-20-6718345 

• Konlnkfijk 

Concertgobooworkest with 
conductor Wolfgang Savrallsch, 
viola-player Ken Haka and cellist 
Godfried Hoogeveen in works by 
Brahms aid Strauss; Jun 14 

exhibition 

Nederiands 

Scheejwaartmuseum *ei. 
31-20-6232311 

• Maritime Masters, 1600-1800: 

exhibition featuring 10G drawings 
nrovlding a varied image of 
Sipping at the time of the Dutch 
Republic. The works reflect _ 
shipping's status as the principal 
aiiar on which the country’s 
economic and political power 
rested; to J un 30 

■ BARCELONA 

exhibition 
M useu Picasso Tel: 
34-3-3196310 


*' 


• Andr§ Derain 1904-1912: 
display of 60 works by the French 
artist, concentrating on the years 
1904-12, when Derain established 
a lasting friendship with Picasso, 
the two artists becoming major 
influences on each other's work; 
to Jun 29 

■ BERLIN 

DANCE 

Staatsoper Unter den Linden 
Tel: 49-30-20354438 

• Staatsopembal tett: performs 
Sechs Tints choreographed by 
MusiaJ to musk: by Berg, Maries 
Zimmer choreographed by 
Detente to music by Wagner and 
Maria, er und ich choreographed 
by Uottnen to music by Pintschar; 
Jun 14 

■ BIRMINGHAM 

CONCERT 
Symphony Hall Tel: 
44-121-2002000 

• City of Birmingham Symphony 
Ochestra: with conductor Paavo 
Jarvi and the Prince of Wales 
Brass in works by Bernstein, 
Barber, Copland, Souza and 
Dvorak; Jun 13 

■ COPENHAGEN 

EXHIBITION 

Nationalmuseet - The National 
Museum Tel: 45-33 13 44 11 

• Nimrud and Nineveh Treasures 
from Assyria in the British 
Museum: including wall panels 
from palaces from the cities of 
ancient Mesoptamia, large 
decorated bronze bowls and a 
number of reGgous documents; to 


Sep 7 


■ DRESDEN 

OPERA 

Sachsjsche Staatsoper Dresden 
Tel: 49-351-49110 

• Lb Nozze di Figaro: by Mozart 
Conducted by Hans E. Zimmer. 
Soloists include Andreas 
Scheibner, Birgit Fan drey and 
Christiane Hossfeld; Jun 12 

■ DUBLIN 

OPERA 

National Concert Hall Tel: 
353-1-6711888 

• The Gypsy Baron: by 
J. Strauss. Conducted by 
ProirroteB O’Duinn, performed by 
Opera Ireland and the RTE 
Concert Orhestra; from Jun 11 to 
Jun 15 

■ HONG KONG 

CONCERT 

Concert HaH/HKCC Tel: 
852-227342809 

• Academy of St Martin In the 
Fields: with Sir Neville Maniner 
and cellist Julian Lloyd Webber 
perform works by Law Wmg-fai, 
Elgar and Beethoven; Jun 11 

■ LONDON 

CONCERT 
Wigmore Had Tef: 
44-171-9352141 

• Angel Stankov: performance 
by foe violinist, accompanied by 
violinist and viola- player Yosif 
Radionov and pianist Theodora 
Nestorova. The programme 
includes works by Giandinf and 


Sarasota; Jun 13, 14 

EXHIBITION 

National Portrait GaHery Tel: 
44-171-3060055 

• CSffoto Coffin: The Varnished 
Truth: exhibition of work by foe 
Vogue photographer credited with 
the rfiscxwery of Audrey Hepburn. 
Coffin photographed many of his 
subjects at foe outset of their 
careers and the display Includes 
such renowned figures as Truman 
Capote, Arthur M flier, Gore Vidal, . 
Lucien Freud, Richard 
Attenborough, Gloria Swanson, 
Ernest Hemingway and 
Tennessee Williams; from Jun 13 
to Sep 2B 

Victoria & Albert Museum Tel: 

44-171-9388500 

• Zuloaga: Spanish Treasures 
from foe Khalili Collection: display 
fo 40 works by foe Spanish 
metalworker, who gained fame for 
embellishing metal objects with 
intri ca te designs in gold and silver 
inlay; to Jan 11 

■ LOS ANGELES 

EXHIBITION 

Los Angeles County Museum of 
Art Tel: 1-213-857-6000 

• China in Mexico’s Cultural 
Heritage: exhibition focusing on 
Chinese works Imported during - 
foe late 16 th to early 18 th 
century, a time of large-scale 
trade between Spain and the 
Orient via Mexico. Hie display 
features over thirty ceramic works 
from museum collections in 
Mexico, excavated works from 
shipwrecked Spanish galleons 
and archaeological finds from 
Mexico Cttys Zocalo area; to Jun 


15 



■ MADRID 

EXHIBITION ‘ 

Museo Nactofial Centro de Arts 
Roma Sofia Teh 34-1-4675062 . 

• Manuel Rivera: display of 59 
paintings by foe Spanish artist 
produced 1956:1994; to Jun 16 

■ NEW YORK 

DANCE 

Union Square Theatre Tel: 1-212 
239 6200 

• Tap Dogs: choreographed by 
Dein Perry; Jun 13 

EXHIBITION 

Whitney Museum of American 
Art Tel: 1-212-570-3600 

• Collection in Context Rockwall 
Kent by Night display of 40 
works by foe American artist _ 
dating from 1810 to 1840 aid 
including paintings, drawings,, 
prints and book illustrations. 

Kent’s work explored foe darker 
side of nature, expressing a 
particular fascination with the 
night sky, and he often used. Ms . . 
paintings as political metaphors; - 
from Jun 13 to Sep 28 

■ PARIS 

EXHIBITION 

Musrie Auguste Rodin Tel: 33-1 ' 
47 05 01 34 • 

<1 Vers PAge cTairan. Rodin en 
Belgique: exhtotion featuring 24 
busts, 43 paintings and four 

portraits of friends of the French ' 

artist, covering the period during, 
which he lived in Belgium 
(1871-77) and ms relationship With 

, — , _ _ ^ _ rtf _ _ 1 


Belgian artists and writers; 
to Jifi 15 

■ SAN . 
FRANCISCO 

CONCERT 

Louise M. Davies Symphony 
HaU Tel: 1-415-864-6000 

• San Francisco Symphony 
Orchestra: with conductor Michael 
T3son Thomas and -the San 
Francisco Symphony Chores, 
soprano HekS Grant Murphy, 

mezzo-soprano Marietta Simpson, 
tenor John Aler and bass-baritone 
Richard Zeller In works by Mozart, 
Scelst and Aion; Jun 12, 13, 14 

■ STRASBOURG 

CONCERT : 

Palsfe eta ta.Musique et dee 
Congr&s Tel: 33-383 37 8767 

• Slnfbnla.Vsfrsavla: with 
conductor Lord .Yehudi .Menuhin - 
aid the Frankfurter Sfngakadentie; 
Jun 12- 

■ Vienna ; . 

CONCERT 

MUSIkverein Tel: 43-1 -5058681 

• Natalie Dessqy: performance 
by foe soprano,, accompanied by 
the pianist Bafoara Moser. The-, 
programme includes -worts by 
Mendafesohn* Pfftzmr, Poulenc, : 
Debussy and Strauss; Jur?12, 14 

.Listirig selected and edited by 
ArtBase The Int sma tloiMilArts 
Database, An rwt sr cfeni, The . v 

Netherlands. Copyrijfot 1997, AH 
rights, reserved. .Teh 31 20 664 . 
'6441. E-mafi: artbase€pLriet \ 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 

(Central European Time) 
MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15J30of European 
business and foe 
financial markets 

17.30 

Financial Times Business 
Tonight ■ 

CNBC: ' 

.08130 

SguawfrBox:... 

-10.00 . ; • 

European Money Wheel 

18.00 - 

Financial Tknes Business 
Tonight • . 


i-'- 







1 1 i 1 i > i 


COMMENT & ANALYSIS 



Martin Wolf 


The European Onion looks 
i like one of those cartoon 
characters that continues 

running after going over a 

clifL It may not know it is 
felling. But viewers do. 
'Last October, l argued 
that the UK should join eco- 
nomic and monetary union 
from the start. The argu- 
ment rested on the proposi- 
tions that Emu would hap- 
pen and that it would work. 
Should it stay outside, the 
UK risked moving from 
being a semi-detached mem- 
ber of the EU to being an 
ex-member. All these propo- 
sitions now seem doubtful. 
It is more questionable 
whether Emu will in fact 
start on time; it looks less 
workable than it did; and 
the UK now has less to lose 
should it decide not to join. 

Two points shine out from 
the German chancellor’s 
defeat by the Bundesbank 
and the Preach president’s 
defeat by the Freud) people. 
One is that the political 
clout of Emu’s proponents 
has been weakened, above 
all in Germany. The second 
Is that France and Germany 
have mutually incompatible 
ideas about economic policy. 
Modern Germany is still 
Ludwig Erhard's child; 
France remains Colbert’s. 
Most Germans have little 
doubt of the value of mar- 
kets; the French prime min- 
ister even calls them a 
threat to civilisation. Ger- 
mans believe in stability- 
oriented policies; the French 
hanker after reflation. 

The differences between 
the two countries are mea- 
surable. Without unifica- 
tion, the German general 
government fiscal balance 
would have shown a surplus 
of 1 per cent of gross domes- 
tic product last year. Its 
ratio of public spending to 
GDP would also have been 
10 percentage points lower 
than in France. Yet France 
has rejected a government 
whose austerity consisted of 
trying to shave a percentage 
point or two off a ratio of 
public spending to GDP of 
54 per cent 


A two -speed carriage 


Recent events have highlighted the incompatible views between France and 
Germany, so the UK is right to be cautious on economic and monetary union 


During the course of the 
campaign, Mr Lionel Jospin, 
the new prime minister, 
said France should proceed 
to Emu on four conditions: 

• The euro should not be 
overvalued against the dol- 
lar and the yea: 

• The planned “stability 
pact” - agreed in Dublin 
last year in a form weaker 
than Germany wanted - 
should be replaced by a 
more expansionist version; 

• The European central 
bank should be counterbal- 
anced by a “European eco- 
nomic government”; and 

• Italy and Spain must join 
in the first wave. 

The significance of these 
conditions is obscure. The 
Maastricht treaty allows the 
council of ministers, acting 
by a qualified majority, to 
“formulate general orienta- 
tions for exchange rate poli- 
cy . . . without prejudice to 
the primary objective of the 
European System of Central 
Banks to maintain price sta- 
bility”. In practice, Ger- 
many is likely to view any 
interference to ensure the 
euro is not “overvalued” as 
unacceptable. 

Similarly, the im plications 
of FTOnch requests to alter 
the stability pact are 
undear. But Germany will 
look askance at any effort to 


weaken a discipline that it 
already regards as feeble. A 
European economic govern- 
ment would be acceptable to 
Germany if it were a step 
towards political union and 
based on a commitment to 
Europe-wide fiscal disci- 
pline. If its goal were 
Europe-wide Keynesianism, 
however, it would be anath- 
ema. 

Insistence on Italy's mem- 
bership will also run Into 
resistance. Notwithstanding 
Italy's remarkable fiscal 
adjustment in recent years. 
Germans find it difficult to 
believe Rome has embraced 
the stability culture they 
aspire to. 

Can such disagreements 
be resolved? One way would 
be time-honoured: the 
French government would 
discard all the promises it 
made in the camp ai g n. This 
would increase the likeli- 
hood of Emu, but under- 
mine the credibility or 
French democracy - hardly 
a secure foundation on 
which to build the planned 
currency. 

A fudge might be the 
alternative. But the Goman 
government’s capacity to 
sell such a solution has 
been drastically reduced. 
This matters not only in 
response to the French gov- 


Ttie heavy debt barden of UK households 
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emmenfs specific demands, 
but to interpretation of the 
Maastricht treaty conver- 
gence criteria. The Bundes- 
bank is now In a stranger 
position to Insist that these 
must be applied strictly. 

Economically, this may 
make little sense. Fulfilment 
of the 3 per cent target for 
the general government fis- 
cal deficit is not strictly 
required by the treaty. Nor 
nan it determine whether 
Emu subsequently works. 
The reality, however, is that 
thp Bundesbank may insist. 
This must make a start in 
1999, at least by Germany 
and France, less likely. 

These difficulties affect 
whether Fmp can start on 
time. But a still bigger issue 
Is whether it will work 
thereafter. It is only possible 
to reconcile a single cur- 
rency with many govern- 
ments if monetary' policy 
can be operated in Isolation, 
or member states agree on 
what needs to be done, par- 
ticularly on flScal policy, or 
there is a dominant power. 
Unfortunately for Emu, 
there are two big countries 
that disagree on fiscal, mon- 
etary and exchange rate pol- 
icies. 

Right now, the French 
have a strong case. If a Mg 
economy, such as Europe, is 
embarked on substantial — 
anrt much needed — fiscal 
consolidation, there must be 
an offsetting change in the 
behaviour of the p rivate sec- 
tor. In practice, as Mr Chris- 
topher Allsopp and Mr 
David Vines pointed out at 
the end of last year, this 
requires sharply lower inter- 
est rates and a lower 
exchang e rate.* This would 
require a more aggressive 
monetary loosening than 
the Bundesbank has been 
willing to contemplate. 

But whether France is 
right is less important than 
the fact of disagreement 
itself. The aim of Emu is to 
strengthen European co- 
operation, but it is hard to 
believe this will be achieved 
by forcing countries to 
cooperate when they so pro- 


foundly (fisagree- It would 
be l&e tfrivirtg a clteriot inti- 
led by a cart horse and a 
race horse. 

Emu could still go ahead. 
The will is strong and the 
alternatives frightening. But 
nobody can- now underesti- 
mate the difficulty of mak- 
ing it work after it starts. 

This leaves the UK on-the 
sidelines. Fortunately, with 
the new arrangements for 
the Bank of England, it 
would no longer be possible 
to complain of competitive 
devaluations by the UK. 
Again, with the govern- 
ment’s decision to join the 
social chapter . - albeit 
unwise - and its generally 
more pro-European stance, 
the costs of standing on the 
sidelines should be smaller 
than before. 

Also important is a point . 
that emerges from a report 
for the London-based Centre , 
for Economic Policy 
Research.** Because the UK. 
economy is particularly sen- 
sitive to movements in' 
short-term interest rates, 1 
the biggest impact of Euro- 
pean monetary policy would , 
be on the UK alone. If the 
UK’s low-inflation policy - 
works, this will change In 
time. But no British govern- 
ment could hope to sustain 
membership of an arrange- 
ment that destabilised the 
UK economy more than it 
did any other large member. 

Nine months ago, there 
was a convergence of Euro- 
pean views on economic pol- 
icy, a general will towards 
economic reform, a plausi- 
ble path towards Emu and 
the UK left dangling an the 
outside. Now the path looks 
rocky, the wills divergent 
and the UK a more credible 
participant Emu may still 
go ahead. The UK would.be 
wise to wait and see. ' 

* Christopher Allsopp and 
David Vines, Fiscal Policy 
and Emu. National Institute 
Economic Review, 4, 1996; 
—The Ostrich and the Emu: 
Policy Choices facing the UK 
{London: Centre for Eco- 
nomic Policy Research, 1997). 


A \ */ • 


John Murray Brown says Ahern’s election 
should not break Ireland's economic success 


The Irish pound jose 
yesterday, suggesting that, 
currency traders, at least, 
have few misgivings about a 
new government in Dublin. 

The sHm election victory 
of Mr Bertie 'Ahern suggests 
Ireland may be In • for. a - 
period of uncertainty as the ' 
leader of Fianna Fail tries to 
form a workable administra- 
tion. But when this week Mr 
Ahem meets Ms Mary Har- 
ney. leader of the cantrer- 
right Progressrre Democrats, 
to thrash out.a joint pro- 
gramme for government, one 
topic will provoke little, dis- 
agreement: economic policy. 

No single politician ' or 
party can claim credit for 
Ireland’s economic success, 
which sees the country 
enjoying Swiss-style infla- 
tion and south-east Asian . 
growth rates. Cross national 
product rose 7 per cent last 
year and is expected to 
increase at twice the rate itf 
the European Union average 
over the next decade, accord- 
ing to tho Economic • and 
Social Research. Institute, a 
Dublin think tank; 

'Hie “miracle” is the prod- 
uct of sound policies pur- 
sued by consecutive admin- 
istrations since •" the 
mid-1980s. Some trace the 
success stoiiy even 'further 
back - to the ,mldrl950s . 
when Ireland, which 'inheiv 
tied little manufacturing 
infrastructure at indepen- 
dence from Britain, opened 
itself up to foreign invest- 
ment. The low-tax -foreign 
investment-friendly policies . 
set in place in the postwar 
period are at last reaping - 
benefits. ”• 

Ireland has, for .example, 
become the favoured loca- 
tion far US software invest- 
ment In Europe. I ntel, the 
US computer chip company, 
has its European manufac- 
turing headquarters outside 
Dublin. Foreign companies 
in Ireland now account for 
75 per cent of manufactured 
exports, more tiy«i half the 
manufacturing output and 
45 per cent of industrial 
employment. 

Ireland's attractions as an 


investment location look' 
likely to persist, with" all par- 
ties committed to maintain- 
ing file current 10 per cent 
corporate tax regime. 

Mr Ahern’s Fianna -Fail 
party, whfie ti derives sup- 
port, from a wide range of 
interest groups from fanners 
to business public- 
sector workers, is pragmatic. 
Neither Is there any external 
pressure- to tinker with an 
economic model that has 
delivered such good results- 
There is a consens us across 
industry and labour to main- 
tain fiscal prudence, and 
keep -inflation low - largely 
in ardor to qualify, for the 
European single currency. 

Ireland’s relationship with 
Europe, a central pillar of its 
economic success, is also 
likely to remain unchanged, 

‘ Dublin tea relied heavily on 
European largesse; payouts 
from Brussels accounted for 
up to 4 per cent of GNP in 
the. early 1990s, although 
' tMs Rmh tatinn to around 2 
per as the economy has 
grown stronger. 

Mr Ahem, an accountant 
add a union offiHai by back- 
ground, is an advocate of 
European economic and 
monetary union. After bis 
own experience as finance 
minister during file currency 
crisis off 199B4B when -he was 
forced to devalue the punt, 
he. has learned how quickly 
markets seize, an any hint of 
in decisiveness. He is 
unlikely ' to . tolerate the 
rather more Eurosceptic 
stance of the Progressive 
Democrats, which In their, 
manifesto voiced -concern 
about the impact on export- 
ers of j oining Emu without 
the UK, Ireland’s largest 
trading partner. 

•' Mr Ahem is also likely to 
continue the education 
reforms which have pro- 
duced a higher proportion of 
science graduates than any 
member of the Organisation 
for Economic Co-operation 
and Development other than 
Japan. - 

The other major building 
block of economic success 
has been a three-year pay 


deal,', a continental-style 
social pact negotiated last 
Christmas,' and also certain 
to be honoured by Mr Ahern. 
The pact between manage- 
ment* farmers and unions, 
exchanges tax cuts for mod- 
erate wage demands: It has 
helped .restrain inflation, 
boast Ireland's competitive- 
ness and provide foreign 
companies with a clearer 
invstment horizon. 

Most Irish companies are 
politicaUy agnostic. If any- 
thing, Mr Ahern is perceived 
as tougher on public spendr 
ing, -an area where the 
departing left-of-centre coali- 
tion led by Fine Gael let tar- 
gets slip... . 

' Mr Ahern's ' proposed 
minority government could 
also prove relatively stable 
given that its expected part- 
ner, the Progressive Demo- 
crats. have only four parlia- 
mentary seats, says Mr 
Patrick Hooohah, a Dublin- 
based economist. It was 
under a similar Fianna Fail 
minority government in 
1987-89, that Mr Ray’ 
McSharty, later to become 
the architect .of EU farm 
reform, put fiscal policy 
back bn track, say Mr 
Ahern's advisers. 

Policies pushed through 
by that government helped 
bring the budget deficit 
down from a wayward 14 per 
cent of GNP; today Ireland is 
one of the few EU states to 
meet the Maastricht criteria 
With a deficit of less than 1 
per cent of GNP. 

A poll of farmers before 
Friday’s election found that 
opinion was split over which, 
government they favoured. 
Ireland’s formers would be 
the first to acknowledge that 
'it is Brussels, not Dublin, 
which is their ultimate pay- 
master. Subsidies and grants 
from the EU account for a 
- staggering 40 per cent of 
form incomes. 

. . Given this and the fact 
that all political parties are 
broadly agreed on economic 
policy, it is little wonder that 
the financial markets are so 
sanguine about a change of 
government. 
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Economic 

conflict 

From Dr John Wells. 

Sir, A curiosum of the cur- 
rent UK policy debate is the 
compartmeatahsation of 

thinking about and 

monetary policy. The Insti- 
tute for Fiscal Studies con- 
cludes - purely an the basis 
of fiscal ccnsiderations -' 
that no fiscal tightening is 
required, in the forthcoming 
Budget; but without refer- 
ence to conditions in the 
wider economy. 

Meanwhile, the Bank of 
England, in respect of inter- 
est rates, concedes there cur- 
rently exists a conflict 
between the need to curb 
domestic spending and that 
of correcting the overvalued 
pound. This conflict may be 
resolved via an autonomous 
weakening of the pound - 
or, then again, it may not 

This division of thinking is 
now institutionalised in the 
separation of responsibilities 
between the Treasury and 
the Bank. But, the economy 
is an interdependent system, 
and policy instruments 
impact on multiple objec- 
tives as well as interact one 
with the other. 

Unless we learn how to 
walk and chew gum at the 
same time, we may.be in for 
some nasty surprises! 

John Wells, 
faculty of economics. 
University of Cambridge, 
Cambridge, CB3 9DD 


Avoid reading too 
much into Russia’s 
shadow economy 


Prom Mr Wolfram SchrettL 

Sir, As Russia’s official 
economy continues to stag- 
nate, people increasingly 
And hope and consolation in 
“spring weather”, “fresh 
feces”, American Depositary 
Receipts, eurobonds and 
now, inevitably, also in the 
booming shadow economy, 
as does Mr Michael Maltese 
("Hope springs in the Rus- 
sian economy”, June 3). 

Before pinning too much 
hope on the shadow earn- . 
omy. two points should be 
kept in mind: First, Poland, 
too, can boast a sizeable 
shadow economy. Neverthe- 
less, it Is the performance of 
the official economy alone 
which commands oar 
respect. There is no need to 
invoke a hard-tomeasure 
underground boom in order 
to come to a positive assess- 
ment of Poland’s economic 
record. One may be excused 
for wishing the same to be 
true for Russia. 

Second, and more impor- 
tantly. a structural aspect of 
the shadow economy tends 
to be forgotten. Namely, the 
shadow economy is likely to 
be biased toward the produc- 
tion of consumer goods and 
consumption-related ser- 
vices- “Shadow investment" 
In fixed capital most be 
regarded as an exception. It 


is true that too, is hard 
to prove. However, there are 
no dgims that significant 
unregistered investment 
activity is taking place In 
Rus s ia, nor are there the 
usual anecdotes. 

Moreover, to the extent 
that tax evasion is the main 
reason for under-reporting of 
production, enterprises’ 
under-reporting of invest- 
ment activity would, by the 
same token, make little 
sense as it would only dhninr 
tph possfoffitkes of reducing 
the tax burden by way of 
depreciation allowances. 

Thus, the arguably most 
catastrophic official figure 

on tiie Russian economy, Le- 
the decline of investment in 
fixed capital to less than 
one-quarter of the 1990 level, 
also is likely to be the one 
which, in view of activities . 
in the shadow economy, is 
least in need of upward revi- 
sion. 

This does not bode well, be 
it for the official, the 
shadow, or the True econ- 
omy". 

Wolfram Schretti, 
director, international eco- 
nomics department, 

DIW - German Institute for 
Economic Research, 

D-14191 Berlin, 

Germany 


Colourful enough without the innuendo 


From Mr Harry Ball-Wilsan. 

Sir, The article by Antoin . 
E. Murphy on John Law 
(“Flawed visionary who 
buret his own bubble'’. May 
3l/Jtme 1), would seem him- 
self to have produced quite a- 
flawed report My authority 
Is The History of An Honest 
Adventurer, by H. Montgom- 
ery Hyde 1948, a historian of 
some standing, who has 
quite clearly a different opin- 
ion. France was ruled at the 
time by the Prince de Condi, 
who. with his equally disso- 
lute son, mined the system. 
Even so, France sold Louis- 
iana for some 315m, hardly 
junk bonds. 

The man's life was hectic . 


enough for c ol ourful news- 
worthy stories, without 
maligning him with so many 
innuendoes: John Law died 
impoverished, alone in Italy. 
The South Sea Babble was a 
straightforward scam. Mont- 
gomery Hyde made a quite 
romantic detailed record of - 
the reason for the duel with : 
Edmund Wilson, and the 
subsequent escape from jaSL 
1 am sure if there had bernt 
any evidence of homosexual- 
ity, as an historian, he 
would have reported It After 
all he sacrificed his seat in 
foe UK parliament. - for- a 
Northern Irish constituency, 
because of his support cf a 
relaxing bffl on the subject - 


' If America had used Louis- 
iana as tt aid Alaska, bought 
from the Tsar of Russia, It 
really would have been a 
new world, defying even 
Murphy’s law. Alaskan oQ 
revenues are shared, 80 per 
cent to date expenses and 20 
pec cent to toe populous. 
Each adult Alaskan last year 
got J2.000. as interest Isn’t it 
.time, to dig up Henry George, 
in toe positive progress to 
"Comfort the afflicted and 
afflict the comfortable with 
enlightenment"! 

Harry Bali- Wilson. 

2345-Ala WalBlvct, 

Apt 2714, Honolulu, •. 
Hawaii. US 96815 . 


Industrial 


welcomed 
by China 

Prom Tan Tee Hout. 

Sir, James Harding; in his 
article on the Chin a- 
Singapore Industrial Park in 
Suzhou (“Sino-Singaporean 
industrial park idea starts to 
lose some of its shine”. May 
27), cited President Jiang 
Zemin's advice to Prime 
Minister Goh Ctaok Tong of 
Singapore not to set up more 
such Singaporean parks in 
China as “the first official 
indication . . . that the proj- 
ect .. . bad perhaps lost some 
of its shine”. 

Mr Harding misinterpreted 
Mr Jiang's comment Mr 
Jiang told Mr Goh that every 
governor or mayor in C hina 
would accept without hesita- 
tion if Singapore were to 
offer to build an industrial 
park in their province or 
city. Hence his advice that 
Singapore concentrate on 
the Suzhou project and make 
it a success. 

On May 29, Ghina Daily, 
tiie largest circulating 
En glish daily and the Com- 
munist party’s mouthpiece, 
carried a foil-page supple- 
ment On the Suzhou indus- 
trial Park headlined “Pace- 
setting zone a model of suc- 
cess in Singapore links”. It 
said: “SIP stands as a pace- 
setter for Sino-foreign eco- 
nomic cooperation , which is 
of great importance for the 
reform and opening up in 
China.” 

Mr Harding describes 
some difficulties faring toe 
Suzhou project In sach an 
ambitious project, problems 
are to be expected. 

But with sincere co- 
operation and commitment 
by both the Chinese and Sin- 
gaporean parties, and the 
fidl support of the two gov- 
ernments. toe Suzhou 
project has made a good 
start 

We are confident that it 
will succeed . 

Tan Tee How, 

Principal private secretary 
to the prime mi nis ter. ■ 
prime minister’s office. 
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Tuesday June 10 1997 

The price 
of risk 


Central banks tend to be 
Jeremiahs when it comes to 
warning about risks in the 
ba nk i ng systems they oversee. 
The Bank for Internationa] Set- 
tlements, the central bankers' 
central bank, is doubly inclined 
to gloom. 

The BIS has now warned from 
its headquarters In Basle that 
banks and capital markets may 
not be pricing mmigh r isk into 
their dealings. This time its 
warning is justified. 

The central bankers up 
persuasive evidence that ample 
liquidity and growing participa- 
tion in the banking market by 
investment banks and institu- 
tional investors have tilted both 
pricing and other terms in 
favour of borrowers, both in 
emerging markets and the 
industrial world. 

Average spreads on bank 
loans, Brady bonds and new 
bond issues for emerging mar- 
kets have all narrowed over the 
last year. They would have nar- 
rowed even further had inves- 
tors not been so happy with the 
creditworthiness of emerging 
market borrowers that they 
have willingly stretched aver- 
age loan maturities from four 
years in 1991 to 10 years in 
1996. 

At the same time, net capital 
flows to Asia and Latin America 
all but doubled last year to 
$149.8bn, while investors 
became willing to consider bond 
Issues denominated in ever 
more exotic currencies, such as 
the Croatian kuna. 

Yet the potential for problems 
lies not just in emerging mar- 
kets. The BIS warning is partic- 
ularly apt in relation to the US, 
where bankers have become 
worryingly complacent that 
credit risks are a thing of the 
past. Spreads of US corporate 


France in Africa 


In January Mr Lionel Jospin, 
then leader of the opposition in 
France, drew a rebuke from 
President Jacques Chirac for 
daring to criticise attacks by 
French troops on rebel positions 
in the Central African Republic, 
in retaliation for the killing of 
French soldiers. But this Sun- 
day, after another French sol- 
dier was killed in Brazzaville, 
capita! of the formerly French 
Congo, prime minister Jospin 
quickly agreed with Mr Chirac 
to double French forces thane. 

Continuity has been the most 
striking feature of France's 
Africa policy ever since the 
duys of de Gaulle. Successive 
French presidents have culti- 
vated close personal relations 
with the leaders of former Bel- 
gian as well as former French 
colonies. In order to maintain a 
French sphere of Influence, 
apparently unconcerned by the 
cost either to the French trea- 
sury or to the life and limb of 
the subject populations. 

Francois Mitterrand appeared 
to signal a change when be 


came to power in 1981, but his 
liberal minister of cooperation. 
Mr Jean-Pi erre Cot. who tried to 
promote democracy and human 
rights in the continent, did not 
last long. As before, the Elys£e 
palace took control of Africa 
policy, with Mitterrand's son 
Jean-Christophe (“Papa m’a 
dft M ) playing a leading role. 

In the last few years a series 
of events has demonstrated the 
bankruptcy of this policy: the 
devaluation of the CFA franc, 
the genocide committed by a | 
French-backed regime in 
Rwanda, and most recently the 
fall of President Mobutu in 
Zaire. Mr Jospin and his party 
have rightly been to the fore in 
calling for a reappraisal, and 
the absorption of the ctM>pera- 
tion ministry (a direct successor 
of the old ministry of colonies) 
into tha foreign ministry in the 
new government has encour- 
aged some African commenta- 
tors to hope that a less paternal- 
istic policy is at last going to 
emerge. Let us hope they are 
right. 


Welfare reform 


Mr Tony Blair, the UK prime 
minister, has been taking an 
interest in US welfare reforms. 
The changes there have cer- 
tainly been bold, but Mr Blair 
should be cautious about 
importing them. 

American reforms show that 
it is possible to think the 
unthinkable (curbing assistance 
for legal immigrants might bet- 
tor be described as unspeak- 
able). The 1996 welfare bill 
aimed to reduce welfare partici- 
pation, and to promote self- 
sufficiency. It replaced the fed- 
eral guarantee of support for 
needy families with block 
grants to individual states. Wel- 
fare payments with federal 
funds were limited to two years 
in one stint and five years over 
a lifetime. Beyond this, and 
within certain parameters, dis- 
cretion was handed to the 
state®. 

In both countries, single-par- 
ent families (which account for 
about a third of all children) 
have attracted particular atten- 
tion. UK benefits for single par- 
ents cost filObn per year, the 
equivalent of almost five pence 
on income tax. And Mr Blair 
appears to think this is too 
much. 

It is not clear yet which US 
states will be most successful in 
curbing such outlays. The 
national welfare count dropped 
from 5m in 1994 to just over 4m 
in 1997. But with strong eco- 
I nomic growth encouraging 
people to re-enter the labour 
market. It is hard to judge the 
effects of reform. Added to this, 
the block grants were set in a 


year when welfare expenditure 
was especially high. The real 
lessons for file UK win be seen 
when the economy slows down. 

There are same features of US 
reform which Mr Blair could 
not imitate. The first is devolu- 
tion of welfare to the states. He j 
must take central responsibility 
for a coherent national strategy. 
Second, the British public 
would not accept that the prob- 
lem of moral hazard and work 
disincentives should be solved 
by restricting the safety net as 
ruthlessly as in the US. Mr Blair 
has promised to “empower” 
rather ♦’Han to punish, and must 
maintain basic income support 

Mr Blair should remember 
that tough measures are only 
part of the US story. Many 
states have introduced imagina- 
tive schemes to help people 
move into work. These include 
counselling and childcare assis- 
tance, help with initial expenses 
when re-entering the labour 
market, benefit carry-overs, and 
help with work clothes and 
transportation costs. ,And curbs 
on out-of-work benefits have 
b een combined with increased 
ip-work benefits, making 
employment a better option for 
those with low earnings poten- 
tial. Helping people back to 
work, and support for the work- 
ing poor should be priorities. 

Mr Blair wants to bring the 
-workless class” bade into the 
mainstream. To do so he must 
make work attractive while 
meeting genuine need. US 
reforms provide many pointers 
but no simple solutions. 


Tigers fill up their tanks 

South-east Asia is expected to play a big part in the growth of 
the global car industry as incomes surge, says Haig Simonian 


O ne thing unites V." ~ y*. 

Bangkok, Jakarta Dimilgforces|^^ maiM 

and Kuala Lumpur -l * 4 4 . 

more than their 
skyscrapers or 
ambitions to count am o n g the 
21st century's industrial power- 
houses. All three cities suffer 
from horrendous traffic jams as 
too many cars cram into too few 
streets. 

Yet the governments of Thai- 
land, Indonesia and Malaysia 
would all like to see many more 
cars on the road in their race to 
industrialise. The world’s car- 
makers WOUld love to help thamr 
for motor manufacturers, south- 
east Asia holds much the «am» 
promise as South America or 
eastern Europe, the industry’s 
two other boom regions. 

“It is clear the future growth 
potential in the world auto indus- 
try is going to be in the Asia- 
Pacific region," says Mr Don Sul- 
livan, the regional bead for Gen- * owj -r _ . — ■. — — ■■ • . 

eral Motors of the US. “And I f >*• r-ivivrV’tf -- : •? • • /. h ' 

expect south-east Asia will con- aBiea V/ -C ’ “Lj* “v: i ’ — : t ' " ' ' ! 

fribute^a large part of that 

The reason for such enthusi- ; ' / .'"•T."- " " 

asm is that as in South America . 

and eastern Europe, vibrant ' 

growth in south-east Asia has - 

boosted private incomes. The dif- q : ■ 

ference between the regions is ‘ . ■- -f _- ■. v ar v, m . ;*r T '- * i-Jtrc “ - W-. -V soar - 1 ow 1 -' 1 -1 : '. 

that Malaysia and Indonesia - ■ w-Vf--'* 

but not Thailand - are pursuing “ 

policies aimed at nurturing '2 

"national " carmakers. Their ■» Paa««tw«: t^fpop) : W V— v' ^ • : •*. ; . S V -- ^ - • ' - '- ' ’ 1 <1 V- •’ 

approach, however, files in the .. aob- ^' ^ -1 ' v f.: fy’ - . - . - C ' ‘L 1 

face of the trend towards more \ ^ •• : ^ 

liberal mternational trade and is • -20? V 1 ” -F. - V ~ ; ' i-A' v ■ f i ' l »- ■ ■ : ' • '• * "‘ 2 s ‘ * ‘^11 - v - 

coming under increasing pres- } - '? : 

sure. 

The Malaysian economy has " 4 

grown by about 8 per cent a year . tSbo--.' l-Cuf. '-'i ^7.^ ~~ 

for almost the past decade. Indon- • . . i V -* TlryS . i 1 ; 
esia’s has exoandad about, an fast- - • ^ ■*»-: ."V: ' .h--- ■ . ' . 


Drivinsfarcev^wqpanding market 


bonds over the US Treasury i 
benchmark have shown imam. J 
biguous declines, with riskier 
companies, rated double B ax' 
less, declining much further 
than single or double A compa- 
nies. 

In Europe, too, there has been 
a sharp decline In rates in some 
traditionally high-yielding bond 
markets. Investors have too eas- 
ily believed that this is the 
result of convergence brought 
on by European monetary 
union. They should beware of 
the possibility that there may 
also be an increased and easily 
reversible appetite for risk in 
the market. 

It is true that economic funda- 
mentals remain generally 
sound, with quickening growth 
and low infla tion That, how- 
ever, does not guarantee good 
short-term performance in the 
financial markets. 

The question, therefore, is 
whether markets are adequately 
pricing these macroeconomic 
concerns. into their assessment 
of market and credit risk when 
en t ering into investment trans- 
actions. 

Clearly, bankers' confidence 
is not entirely due to irrational 
exuberance. If inflatio n is not 
dead, it is clearly much less of a 
threat .than it was in the 1980s. 

But financial markets are still 
suffering from an inflation 
hangover used to the high real 
returns experienced in the early 
stages of disinflation, investors 
find today's rates unacceptably 
low and search for the high 
yields they crave in riskier 
niches of the market 

Extra risk must be adequately 
priced. When the interest rate 
gap between strong and weak 
borrowers narrows as much as 
it has, the Jeremiah, of Basle is 
right to be concerned. 
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esia’s has expanded about as fast 
annual growth in Thailand even 
reached double-digits between 
1988 and 1990. That has pushed 
Malaysia's gross domestic prod- 
uct per head to US$4£55 last year 
from $1,722 a decade ago. In the 
same period, per capita GDP in 
Thailand climbed to $2£84 from 
$819 and to $14.18 from $483 in 
Indonesia. 

Greater wealth has spurred car 
ownership. Sales in Malaysia 
climbed to 276,000 last year from 

47.000 a decade earlier. An 8 per 
cent rise is expected this year. 
“We have learned to forecast con- 
servatively. 1998 looks good," 
says Mr Francis Pereira, execu- 
tive secretary of the Malaysian 
Motor Traders' Association. 

“Vehicle sales should reach 

525.000 by the end of the decade 
and 800,000 by 2005,” says Mr 
Herman Latit chairman of Indon- 
esia’s Association of Automotive 
Industries. Vehicle registrations 
soared to S2SJJ00 last year from 

172.000 in 1992. In Thailand, they 
climbed by 3 per cent to 589,000 
last year from 1995. 

Thailand and Indonesia hold 
great potential because of their 
large size and populations. Thai- 
land has 60m people and Indon- 
esia 200m. Although Malaysia is 
a minnow with 20m, its higher 
incomes offer more immediate 
returns. And demand for cars 
should rise in all three countries 
because of ambitious road- 
building programmes. 

Thailand has followed Brazil 
and Poland in opening up to for- 
eign carmakers - principally Jap- 
anese. Its openness has netted 
big investments. Leading car- 
makers have been attracted by 
low wages and fixed costs as well 
as potential as a regional export 
base. GM is spending $75Qm to 
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make up to 150,000 cars a year for locaDy-asse 
local and foreign sale. Ford of the Corolla and 
US is building a $472m plant for a fully buffi 
pick-up trucks - much favoured five Kanci 
by Thais - with Mazda, the Japa- the second 
nese carmaker it controls. Toyota a ted in 19 
and Honda, two other Japanese 'advantage. 


locally-assembled 1.3 litre Toyota 
Corolla and far below the cost of 
a fully built-up import. A dimintt- 


ting enabled the brand to take 23 
per cent of the passenger car 
market in Its first six months. *1 


tive Kancil, made by Perodua,. don't see why we cant mateh the 


the second “national" brand, cre- 
ated in 1991, eqjoys a similar 


brands, are spending $4 60m to 
develop Thailand as the hub for 
simplified “Asian” cars. Mean- 
while, Mitsubishi and Isuzu are 
expanding in pick-ups. 

“Thailand has attracted our 
spending with a big growing mar- 
ket and consistent and transpar- 
ent investment policies,” says Mr 
Kenneth Brown of Ford- 

In Malaysia, on the other hand, 
taxes and tariffs almost quadru- 
ple the price of an imparted car. 
Even models assembled locally 
from foreign kits face levies of up 
to 112 per cent. In Indonesia, 
where pricing is distorted by the 
large market for cars derived 
from light commercial vehicles 
(which attract less tax), mark-ups 
can more than triple the price of 
a fUlly built-up import and 
double the cost of a locally- 
assembled vehicle. 

Both countries use such meth- 
ods to nurture “national” brands. 
A L3 litre Wire saloon built by 
Proton, Malaysia's leading 
“national” car company estab- 
lished in 1985, costs less than 
M$39,000 (USJ£15,6O0). That is 
M$15 l O0OMMXUX3O cheaper than a 


Such favouritism has allowed 
the “national" brands to carve 
out for larger slices of the market 
than their lacklustre models - 
usually rebadged Japanese deri- 
vates - might suggest likely. Pro- 
ton accounted for almost three- 
quarters of Malaysia's new car 
sales in 1993 - the brand’s peak 
year for market share. The only 
reason for its decline to 64 per 
cent last year was the arrival of 
Perodua. Together, the two 
“national" brands accounted for 
more than four car sales out of 
five last year. 

A simil ar, if more complicated, 
situation exists in Indonesia, 
Timor, the “national" brand cre- 
ated in February 1666, can sell 
cars virtually free of the coun- 
try's otherwise swingeing taxes 
and tariffs. That has allowed 
Timor's confusingly -named 
Timor saloon, launched last Octo- 
ber, to make big inroads fatn the 
market, in spite of being handi- 
capped by a limited dealer net- 
work and an outdated product 

A L5 litre Timor costs about 
half the price of a similar locally- 
assembled car. Such undercut- 


70 per cent Proton has in its 
home market,” says Mr Soemitro 
Soerachmad, chairman of Timor 
Distributor frasional, the compa- 
ny’s retailing arm. 

While the autarchic Malaysian 
and Indonesian policies have 
deterred foreign carmakers, they 
have not dimmed their ambitions 
to share in the region's expected 
growth. So far, foreign carmakers 
and governments have limit ed 
themselves to sabre-rattling to 
encourage what most see as an 
inevitable, if halting, reduction of 
taxes and tariffs as regional trade 
is gradually liberalised. 

I ndonesia's measures in 
favour of Timor - con- 
trolled by Mr Hutomo 
Mandala Putra, President 
Suharto’s youngest son - 
have been the focus for criticism. 
Malaysia has largely escaped 
attack, as its legislation pre-dates 
the tariff-cutting commitments 
made ahead of the creation of the 
World Trade Organisation. 

Last year. Ford postponed 
indefinitely plans for a joint ven- 
ture in Indonesia and GM warned 
tt would not expand its $110m 
joint venture unless Jakarta 
reconsidered Its policy. Japanese 
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Emu finds 
an alloy 

■ At last, some good news an 

B nrnpea^ wnn riaiy tml/wi; KIJ 
flnunea m lnic f or a baira finrtad 
out the ticklish problem of what 
the coins should be made of. 

This follows a long campaign by 
the Swedes to ban nkkeL which 
they say induces allergies among 
to^ fl agiw’g Thrir fa arm rad 

replacement is an alloy called 
Nordic Gold, which contains tats 
of copper bat no gold. 

On Sunday »y,i t,iiilMlfas 
agreed in principle that only the 
one and two euro coins - around 

fl per ceiit of thn» fa tal in 
drculatSon if the currency 

airives on schedule in 2002 - 
would contain nickel, which 
apparently makes coins harder 
to counterfeit. The 10, 20 and 50 
cent pieces will be made of 
Nordic Gold and the smallest 
-change - one, two and five cents 
- of other nkkeHree alloys. 

The Swedes were so delighted 
by this rare victory that one 
representative declared with a 
. straight face that the use of 
Nordic Gold would bolster 
efforts to persuade file public to 
support Emu. Everyone else was 
too polite to point out that just 
a few days earlier, the Social 
De mo cratic g overn m ent had 
ruled out Joining Emu In 1999 on 
pofittcaa grounds. • 

In another sign of goodwill. 


ministers agreed to a design 
known as the “Spanish flower" 
for fiie 20 cent coins, giving . ' 
thPTH a T nrw py fflaljng tn help ■ 

blind fed their way round the 
new currency. Nctnhc Gold and - 
Spanish flowers- The 
north-south axis rules in Europe, 
OK? 


Murray heads Off ; 

■ Simon Murray. Deutsche 
Bank’s swashbuckling executive 
chairman for Asla-Padflc, Is - 
leaving at the end of the year to 
try iris hand at fond 
mAT m g a mght. Mur ray, 'a trim 57, - 
says his three years at Deutsche ; 
has been “terrific. " btrt reckons '* 
the directinvesttnarrt game ia 
Asia will offer still more . . 
e w rt te ment. Even SO, he’s going 
to retain links with Germany's 
biggest bank, since it win be a v 
barker of his fond, aimed at ' ; 
Investing to capital-hungry 
companies not yet ready for tbe * 
stock market 

ItaO seems a long way frfan . 
bis days as a brash lad of 19' ■ . 
when he enffstad In the French . 
foreign legion. One of the more 
unpalatable episodes of his ~ * . 
five-year stint was having to 
carry the heads.of two Arab 
terrorists to a sack so.tbey could 
be identified by officers. Thane 
are endless anecdotes - and - 
Murray admits he's been dining 
oft them for 30 years. 

For. the time being, he's 


leaving the dearlng-do to his wife 
jennHa', who's piloting a - 
hriirapteraromid the worid ta 
aid Of charity. Observer might be 
wrong, but it's hard ta see fond. 
managem ent giving Murray the 
same sort aTUIt. r ' - ^ 


sahee one of (Sana's main . ' • 
wojTiesfeth^ifoprevha»s"wifl‘ 


■ Ahewtwtettotbissa^a'af ;> : ‘_ 
iSilna*s tap foreign ministry 
dnpdintment'in HangKong trffar 
the looming handover. While the" 
Hong Kong estahHshment was. : 

. pleasantly surprised by last 
weeks appifoatmentfotl^'plxmi-’’- 
post of Ma Yuzfc^n. Beijing’s .; 

. affable former ambassador to - 
. Brit ain, k seems the pv gg fou B * 

Qxa^-nrnner may end up in the 
territory after eSL': : -1' 

Chinese diplomats are 
discreetly putting it about that 

Jiang BraiiMT; arvith^rm«vrirno ; « 

ambassador- to the UK, will be. 
selected to head the New China 
News Agency, hitherto. Beijing’s 
. de jteio embassy in thetenritory.. 

The big question will then be 
.whether Jfeeog,who to amhast 
. fo.Ma, Is known for ids wooden 
sbteandsiavfehadharesceto 
the party line,.wfll actoaily rank 
higher than his rival. Whlfe the ■■ 
foreign ministry will 'take .djjaige 
of high proffle iatehaticsial . '.\t 
business, tha news agency is. 
expectiti to keep tabs on Hang 
■Kong’s relations with tha 
_ mainland. Tiffs would give it tur - 

important pnh fi^al firrurfj^ p 


X - ; ; = " 

. For aH his cdol demeanaur. , '■ 
Jiang presided uw SinoBritiflh 
.relations atd.tnhewhknthaey 
were an mi upswing In 1995. Ma 
xoay have been almost a cult 
fig ure wifo -Brifi^h bustBess,-.but 
fais teDiire came when relations 
* were at a km ebb- Wlth both ■' 
expected to eaad up in tte 
.territory, who knows which." . 

mOQff^D ppadomtoate? • 


Trading standards 

■ There’s ^ome confusion in the 
■US aboift tradepobey, judging . - 
by a survey for the WamflaUn 
International Trade lobby group.' 
"How else to explain that 67 per.. ' 
cootthinktheUSshouIdltak- 
trade daglp to. issues such as . • ■ 
labour, Jrqinan rights the 

environment, white 60 per cent - 
think such an approach wont 
work? Maybe it's something to * 

do with where they get their 

.fofonnMiim Ju^.5 per pent 
. said:the media was a font ctf . 1 
. reliahie infonuatioh. on foade! 

TTfeidM that the car market fa 
bdngbvemmhy Japanese 
hnporis may nlso have got oat of 
hand. Those- sarreyed-beBeved, . 
cm.aVesage t 1hal47pe*.centnf 
allcarsscdd inthe CS were 
.made in Japan: the Department 
bTGcBameroenays h was LL4per • 
cent last fime it iooked. • • 


carmakers and their local Indone- 
sian partners have issued similar. 
If less strident, threats. 

The dispute has since deep- 
ened. On April 30, the Japanese 
government called far a panel to 
be set up to investigate whether 
the “national” car infringed WTO 
rules. A month later, the Euro- 
pean Union followed suit 
Although the Indonesian gov- 
ernment's rhetoric has been 

T pirf i mp ra raialTig , its acti ons have 
been contradictory. Last June, 
Jakarta passed a law offering any 
carmaker the same exemption 
from luxury sales tax as Timor, 
provided it achieved 60 per cent 
local content by the end of 1999. 

The concession coincided , how- 
ever. with authorisation for 
Timor to import 45,000 cars from 
Kla Motors of South Korea, its 
technological mentor, free of tar- 
iffs because of delays to its 
assembly plant. Critics argued 
that, while other local assemblers 
would qualify for the tax break 
only once they reached 60 per 
cent, Timor was being offered the 
same benefit before b uilding a 
single vehicle. 

The government last month 
encouraged reluctant banks to 
participate in a $89 Dm loan to 
finance Timor’s expansion. It has 
since been pressing state officials 
and companies to buy Timors 
rather than other brands. 

The reason foreign carmakers 
and their governments have not 
reacted more aggressively is their 
underlying confidence that 
Indonesia and Malaysia are buy- 
ing time before the pendulum 
swingB towards liberalisation. 

Last year, the Association of 
South-east Asian Nations 
(Asean), which includes Malay- 
sia, Indonesia and Thailand, 
agreed virtually to eliminate tar- 
iffs on all goods with a 40 per 
cent local content by 2003. That 
will allow cars built in Thailand 
to compete freely in Malaysia and 
Indonesia. The Malaysians and 
Indonesians may resort to non- 
tariff barriers to delay the pro- 
cess. The Malaysian government, 
for example, determines car 
prices, while the Indonesian 
authorities effectively nominate 
the sole agents for a brand. The 
trend, however, is dear. 

The impact of liberalisation 
has concentrated minds among 
the “national” manufacturers. 
Proton, Perodua and Timor know 
they cannot rely on their out- 
dated models to maintain sales 
race their price advantage goes. 

“We know the dock is ticking. 
But I have time to prepare," says 
Tengku Mahaled Teogku Ariff, 
Proton’s chief executive. “If liber- 
alisation is delayed beyond 2003, 
we have a breather, but we're not 
assuming that," says Datuk 
Saleh Sulong, chairman of the 
DRB-Hicom group which controls 
Proton. 

Last year, the. company outbid 
Daewoo of South Korea to buy 
Lotus of the UK The attraction 
was not Lotus’s loss-making 
sprats cars, but its much bigger 
automotive engineering consul- 
tancy. Days after the £51m acqui- 
sition, the Malaysian company 
gave Lotus the green light for a 
new £7m prototype development 
centre for future Protons. 

Perodua and Timor have not 
been so far-sighted. The longer 
they tarry, the greater should be 
the rewards for the foreign car 
companies once south-east Asia’s 
protected markets are prized 
open, even if that does not hap- 
pen in a hurry. 


iOO years ^ago 

Competition From Belgium 
'The Belgians seem to be 
running us very dose in the 
iron trade in different parts of 
. the world. The contract for 
the waterworks at San Juan 
(Porto Rico) with an Enghsh 
company having lapsed soma 
timeago,themurddpaEty 

solicited tenders for foe 

material necessary for 
commencing the works under- 
foe supervision of the city - 
architect Three bids were . 
made, one repres e nt i ng - 
En glish manufacturers, ■ 
another representing Scotch •' 
ami American interests^and a 
third a Bdgmot manufactory . 
The last named was the 
sticcessfiil competitor , and 
onr Consul states that a 
drawback to foe Tfri gtich 
trader was that fn it the 
nuatrlc dlnwtdnm were 


: The last point la A type of 
whatis compfedned of ' 

_ everywhere — th^ t in tenders 
and invoices we do not adapt 
ourselves to the requirements 
of foreign customers. 

50 years ago 

TradlngWith Japan 
Tokyo, 10th June. General . . 
MacArthur, sp eaking on the 
War Department 
nuncruncement that p riva te . 
trade can be resumed on 15th 

August with japan, stated 
to-day that it was “a sound . 
r step hot only a partial nan". 
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Liberalised markets ‘threaten 
stability of payment systems’ 


By Wolfgang MOnchau 
in Basle 

The trend for liberalised 
financial markets is becoming 
a serious threat to the stability 
of global payment systems, the 
wank for International Settle- 
ments warned yesterday. 

The BIS, the umbrella organ- 
isation of the world’s central 
hanks said in its 1996 annnaT 
report, published yesterday, 
that •’familiar shortcomings 
observed in liberalised bank- 
ing markets’' caused greater 
concern than the spread of 

derivative instruments. 

“While we have not yet expe- 
rienced the economic losses 
that mi ght be associated with 
a major failure In payment 
systems, which now routinely 
process several trillion dollars’ 
worth of payments a day, a 
few close calls in recent 
decades were wake-up calls as 
weH,” it said. 


“Violent asset price swings, 
generated by excessive credit 
expansion, often, but not 
always, accompanied by gener- 
alised inflationary pressures 
and capital inflows, have been 
a major source of recent turbu- 
lence. 

“Weak governance of finan- 
cial institutions, both internal 
and external, has also been a 
common problem.” 

The BIS was particularly 
concerned about the ability of 
the financial sector to respond 
to a possible downturn in asset 
prices. 

The Japanese Big Bang In 
1996, the erosion of US restric- 
tions separating commercial 
and investment banking and 
preparations by European 
finapriai institutions for Euro- 
pean monetary union “all 
imply that competitive pres- 
sures will intensify further 
and that financial restructur- 
ing is Ear from. over”. 


The bank suggested that 
even a pnaii tightening of US 
monetary policy could have a 
severe effect on fliMwirfai mar- 
kets. 

It said the greatest risks to 
the world economy were 
related to “irrational exuber- 
ance” in ffoiwTuflp i markets, 
structural reform in European 
labour markets and possible 
market turbulence before eco- 
nomic monetary uninn 

The cautious tone was 
reflected in the annual meet- 
ing yesterday, attended by 
about 100 central bank gover- 
nors. 

The BIS acknowledged that 
fhp prospect for medium .fo nT n 
economic growt h In the world 
economy remained favourable, 
an assessment that is also 
shared by other international 
institutions, notably the Inter- 
national Monetary Fund. 

But the BIS’s overall outlook 
is markedly more cautious: 


“Just as it would be premature 
to declare inflation dead, ft 
would also be unwise to 
ass> ne that sound fundamen- 
tals guarantee good perfor- 
mance in sear tens-” 

Perhaps the must pressing 
concern is that inflationary 
pressure in the OS may soon 
prove more difficult to tame 
than qx pty ftod »md the expan- 
sion may end abruptly. 

Even a “soft landing" which 
demanded a series of tighten- 
ing measures might have sig- 
nificant implications for equity 
prices and other mare risky 
investments, flu BIS said in its 
report 

Mr Andrew Crockett, gen- 
eral manager of ^ BIS. 

“The fact that asset prices are 
an the increase, when inflation 
is low. is something to reflect 
on.” 

Editorial comment, Page IS 
World stocks. Page 40 


Paris seeks 
delay over 
stability pact 

Continued from Page 1 


winch presently holds the rota- 
ting presidency of the BU, 
immediat ely sought to wnfain 
the political damage. Mr Gerrit 
7j»im i Dutch finance minister, 
said France had not called into 
question the principle of the 
pact nor the timetable for 
launching Emu. 

A senior German diplomat 
admitted it was possible the 
timetable for wra p pin g up the 
intergove rnmental conference 
(TGC) in Amsterdam next week 
could slip into July. 

A slippage in the IGC could 
delay preparations for opening 
accession negotiations with 
central anil easter n European 
countries. This kind of chain- 
reaction is what EU govern- 
ments most fear. 

Separately, the French 
request jeopardises the earlier 
commitment to agree three 
legal texts on the nuts and 
bolts of Emu: the budget and 
stability pact; a new exchange 
rate mechanism governing 
relations between the coun- 
tries in and outside the euro 
zone: and the legal status of 
the euro. 


Microsoft plan 

Continued from Page 1 


which offers consumers access 
to the internet from their TV 
sets. 

Comcast plans to provide 
high-speed optical fibre links 
to 85 per cent of its <L3m 
customers by the end of next 
year. 

Mr Brian Roberts. Comcast 
president, said that already 
about half the cable company’s 
networks bad been upgraded. 


Music industry launches 
hi-tech move to curb piracy 


By ASce Rawsthom in London 

Record companies will adopt a 
system at the end of this 
month to help thpm identify 
whether pirates are hijacking - 
their music. 

The system, which wiD use 
“embedded signalling 1 ’ tech- 
nology, is part of the music 
industry's efforts to curb 
piracy at a time when the 
development of services to dis- 
tribute music nn the Intempt 
or high-speed cable television 
networks is accelerating. 

Mr Nic Garnett, director of 
the International Federation of 
the Phonographic Industry, 
which r ep resents the world’s 
record companies, described 
the system as a defence 
against piracy muy digital dis- 
tribution comes on stream. 

In the meantime, hq said, 
record companies could use it 
to identify whether their copy- 
rights were being used law- 
fully. The system works by 
Im planting an Inaudible “tat- 
too" in the analogue part of a 
musical signal which ident i fi e s 
the owner of the copyright- 


System allows 
companies to 
identify who 
owns copyright 

This means that, if the 
music is broadcast, either as a 
di gital signal or jq analogue 
form, over the radio for 
instance, it is pawtUilp. to iden- 
tify which company is antitlnd 

to receive royalties. 

The embedded signalling 
sys tem h as been developed at 
the IFPTs behest to prepare for 
the emergence of a digital 
music market 

Euxodat, a French software 
company, started a pilot proj- 
ect this siting to sell music 
directly to the home comput- 
ers of consumers linked to 
Lyonnaise des Eaux’s 
high-speed cable network. 
Deutsche Telekom, Europe's 
largest telecommunications 
group, is in advanced talks 
with German record compa- 
nies to launch a larger trial in 
Germany this summer. 


One of the music Ind ustr y’s 
chief concerns about online 
distribution is the dearth of 

technical and legal safeguards 

to protect copyrights. 

The IFP1 has mounted a 
political lobby to secure the 
necessary legislative reforms 
and is orchestrating the devel- 
opment of technical systems to 
curb piracy. 

The embedded signalling 
system will be the first of 
these technical projects to 
come to fruition- Six different 
versions have been submitted 
far scrutiny and the IFF! will 
decide before the mid of the 
month which will be adopted 
as the industry s tandar d 

It will take nntil the end of 
the year to complete the devel- 
opment of two other technical 
project^: an encryption system 
enabling the industry to con- 
trol access to digital musical 
tri gnniq \jy encoding them; 
a digital interface to transfer 
music electronically from one 
record company’s archive to 
another. 


New audio disc. Page 6 


German coalition seeks end to crisis 


Continued from Page 1 


of about DMBObn ($34- film) 
and to plug a gap of more 
than DM20bn in this year’s 
finances. Intensive negotia- 
tions are taking place between 
the finance ministry and 
spending departments and 
inside the coalition of Mr 
Kohl’s GDU, the FDP and the 
Christian Social Union, the 
CDU’s Bavarian sister party, 
to find savings and increase 
privatisation revenues. 


At the weekend, Mr Theo 
Waigel, the finannp minister 
and CSU leader, ap peared to 
move towards the FDP posi- 
tion. He signalled that he 
would seek further spending 
cuts and would not raise taxes 
tills year. But the prospect of 
lower outlays on social spend- 
ing was condemned yesterday 
by leftwing members of Mr 
Kohl’s CDU- 

As part of the privatisation 
programme, Mr Waigel is 
Investigating a far-reaching 


sale of government prop er ties, 
including bousing, although 
officials from his min is try 
unde rli ne d that such transac- 
tions were complex and would 
take time to complete. 

Meanwhile, the government 
was confronted with bleak 
economic news. Ifo, the 
Munich-based economic 
research institute, warned 
that industry would c onti nue 
to shed labour in Germany 
until 1999 while expanding, 
investment and sales abroad. 


FT WEATHER GUIDE 


Europe today 

Most of Europe win be sunny with 
occasional cloud but the British Isles 
and the Atlantic coasts of France 
and Spain will be cloudy with rain. 
The UK will have heavy local 
showers. 

France may have thunder storms. 
Temperatures will be more than 25C 
In most places on the Continent 
Temperatures of at least 30C are 
likely over eastern Spain, southern 
France and the northern parts of 
Italy. 

Southern Scandinavia wftl be cooler 
with readings of between 20C and 
25C. 

Eastern Europe wid be fair with a mbc 
of cloud and sun. 

Rw day forecast 

Cooler air will move In over the 
Continent from the Atlantic, reaching 
the area from Poland to the Adriatic 
by the end of the week. Several 
thunder storms will develop along 
this front 

After toe front passes, conditions will 
become more settled. 
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Stoiwfon at 12 <3MT. Temparatues mawnwn far day. Forecasts By Mateo Consult of the Nothe rimnda 


Amsterdam 

Athens 

Atlanta 

B. Aires 

B-hetn 

Bangkok 

Barcelona 


Maximum Beijing Ur 28 Caracas 

Celsius Belfast rain 20 Cardiff 

sun 40 Bdgmfe doudy26 Casablanca 

ahmwr29 Barifci sun2S Chicago 

81*32 Bermuda shower 26 Cofame 

lair 26 Bogota thund 20 Dakar 

fair 29 Bombay fan-34 Dates 

thund 28 Brussels sin 27 Delfa 

shower 15 Budapest sun 28 Dubai 

shower 25 CJfagen *un2i DubEn 

thund 37 Cairo sun 29 DutaWft 

fab- 26 Cape Town shower 16 EAtoxgh 


shower 32 
rein 21 
fair 23 
fair 26 
an 28 
sun 30 
thund 32 
sun 37 
aim 39 
rain 19 
sin 26 
rain 17 


More and more experienced travellers 
make us their first choice. 


Lufthansa 


Faro 

fair 23 

Madrid 

fair 29 

FranMut 

mat 29 

Majorca 

sw 30 

Geneva 

fair 30 

Malta 

sun 29 

Gibraltar 

oun 27 

Manchester 

doudy 23 

Glasgow 

rain 19 

Manfia 

ahower 33 

Hambug 

an 24 

Melbourne 

fair 17 

HataWd 

fair 24 

Mexico City 

fafr2S 

HongKong 

shower 32 

Miami 

thund 31 

HanoUu 

fair 31 

Milan 

cioudy 27 

Istanbul 

fair 23 

Montreal 

aui28 

Jakarta 

shower 31 

Moscow 

fair 26 

Jersey 

Karachi 

shower 20 

Munich 

sun 28 

sun 36 

Nairobi 

tab 25 

Kuwait 

sun 43 

Naples 

sir 30 

L. Angelas 
Las Palmes 

fair 23 
fair 27 

Nassau 

New York 

thwd 32 
fair 30 

Urns 

fair 25 

Nice 

fair 27 

Lisbon 

shower 24 

Nicosia 

sun 27 

London 

fair 27 

Oslo 

doudy 22 

Luxhourg 

fair 26 

Peris 

fear 29 

Lyon 

fair 33 

Perth 

shower 19 

Madeira 

aw 22 

Prague 

fair 24 


Rangoon 

Reykjavik 

tto 

Rome 

S. Freco 

Seoui 

Singapore 

Sto ck holm 

Strasbourg 

TaiAviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

WWBngton 

Winnipeg 

Zurich 


shower 30 
rain 12 
lair 23 
9X129 
fair 21 
fat 25 
fair 33 
fair 26 
fair 29 
sun 19 
sun 25 
sun 20 

shower 26 
fair 28 
fair 20 
sun 2S 
fair 25 

cioudy 23 
sun 31 

ran 12 
tak 26 
3wi 27 


THE LEX COLUMN 



Microsoft’s TV dinner 


Nobody can doubt Mr Bfl! Gates te 
deadly serious about extending his 
empire from computers to televi- 
sion. Yesterday's flbn investment 
in Comcast, a US cable TV com- 
pany, comes on the heels of Micro- 
soft’s purchase of WebTV, which 
Bakes devices allowing TVs to 
access the internet. 

Some pandits portray the interac- 
tive futur e either as a battle to the 
death between the PC and TV or as 
one where the two devices merge. 
Mr G ale s * vision is mace subtle 
realistic: a future in which different 
gadgets coexist, but share content, 
software and infrastructure. Micro- 
soft clearly Intends to be in the 
business of supplying this software 

wtiri rCT nfpwf 

Why, though, does Mr Gates want 
to be hi infrastructure too? Clearly, 
broadband linira are needed to make 
the most of this interactive future. 
But eves If Comcast invests the 
entire sibn in upgrading its net- 
work, it will cove: only a fraction of 
the US. This suggests three expla- 
nations for Microsoft’s move. First, 
that Mr Gates hopes to provoke 
copycat investments by other cable 
companies. Second, that he hopes 
Comcast will help influence the 
technical for di gital TV 

and the like in a way that favours 
Microsoft products. Third, that 
Microsoft has so much cash pouring 
out of every orifice that $Xbn is 
small be® - . 

Atias Copco 

Mr Giulio Mazzalupi, Atlas Cop- 
co’s new chief executive, is dearly 
anxious to leave his mark. Six 
weeks into his job, he has spent 
$1.2bn on a new means of selling 
Alias’s c o n st ruction industrial 
equipment by acquiring equipment 
rental business Prime Service. The 
expected reward is fester sales 
growth than the 5 per cent or so 
that pan be expected fa m its core 
b usinesses. 

However, the risk is increased 
exposure to the US construction 
cycle. At least the last US recession 
showed the virtues of leasing rather 
than buying capital equipment, and 
the equipment rental industry 
achieved growth of nearly 20 per 
cent a year in the 1990s. This trend 
should provide some protection 
from any downturn in construction 
activity - although ftime also sells 
new and old equipment, where busi- 
ness will be hit harder. 

But the real concern with Prime 
is the price paid, a whacking 24 
times estimated 1997 profits. Even if 



it registers 15 per cent profits 
growth for the foreseeable future, 
the return on Atlas’s investment 
will not match its cost of capital 
until around 2001. And there are 
few cost synergies to help justify 
the premium paid. TO make the 
deal work. Atlas could pursue bet- 
ter value bolt-on deals in a heavily 
fragmented industry. And it could 
use Prime as a blueprint for devel- 
oping more effective distribution of 
its products in faster growing 
regions such as Asia Pacific. But 
either way, the payback still looks 
distant. 

NatWest 

After the dismal underperform- 
ance of the past year - 25 per cent 
against Barclays - nobody could 
begrudge Britain’s National West- 
minster Rank shareholders the rally 
of recent days. And disappointment 
that no deal with Abbey National 
looks likely is at least mitigated by 
relief that the talks took place at 
alL Still, shareholders should steel 
themselves for further pain before 
they prppot any gain The fad 
that talks were sought is confirma- 
tion of the management’s uncer- 
tainty about the outlook for organic 
growth. NatWest UK continues to 
underperform its competitors, and 
it is unclear whether heavy spend- 
ing on investment banking can 
deliver decent returns. 

Yet rescue by merger or takeover 
could be a very long haul, NatWest 
has strengths in areas like credit 
cards small business, but suit- 
ors will surely baulk at the stolid 
mix of wholesale and investment 
hanking. HSBC is probably the only 
plausible domestic candidate to 
make a bid. but has made dear that 


it is not interested In paying Ml> 
premiums for developed world 
banks. Any break-up plan would 
probably founder on a huge good- 
will write-off, while continental 
hnnkc should be able to nnd better 
ways of preparing for a single mar- 
ket 

UK power 

That distant rumble is uxunistake- 
able; it is a bandwagon beginning to 
roll. Proper competition Is still lack- 
ing in UK power generation. And 
worse, this could make a nonsense 
of retail competition. That is the 
stuff not just of depressing industry 
gossip but now of a detailed Loudon 
Economics study prepared for East 
Midlands Electricity. 

Few will be surprised by the 
starting-point; although National 
Power and PowerGen were forced to 
sell some power stations to Eastern 
Group, the trio arc bidding power 
prices rather eccentrically for sup- 
posedly red-blooded competitors. 
Just as worrying, though, is the 
su g ge stion that the generator!! and 
regional electricity companies could 
as a result have a common interest 
in restricting retail competition. 
Consider, the study suggests, a 
ni ghtmar e scenario: incumbent gen- 
erators and recs tie up cosy 
long-term contracts while forcing 
new entrant generators and recs to 
face artificial volatility in the elec- 
tricity pooL 

None of this bus happened. And if 
the regulator does his job. none of it 
should. Yet it may toe difficult to 
stop any funny business effectively 
without attacking the root of the 
problem: the generatoi:’ remaining 
market power. 

Granada/Y orkshire 

B ritain’ s Granada seems to have 
won the war of words over how 
much to pay for Yorkshire-Tync 
Tees Television. Last year, after 
Granada had boosted Its stake tu £7 
per cent, Yorkshire claimed it was 
worth £17 a share. Granada count- 
ered in March, saying it had nu 
intention of bidding at the then 
price of £12£0. Now Yorkshire is 
seemingly prepared to accept only 
£11.75. Hats off to Granada for 
talking the price down. While the 
price is certainly not low. it shows 
bidders do not always have to meet 
inflated market expectations. Other 
purchasers should have the confi- 
dence to take a leaf from its book. 

Additional Lex on BAA. Page 27 


This announcement appears os a matter of record only . 
May 1997 


' THE 

Racquets 

H ealthtrac k 

GROUP 

£51,000,000 

Seven Year Debt Financing 

for Racquets and Fitness Clubs at 
Weybiidge, Chester, Nottingham, Ealing, 
Solihull and Manchester 


Arranger and Agent Bank 

Robert Fleming & Co. Limited 

Funds provided inf 

National Westminster Bank pic 

Robert Fleming & Co. Limited 

Legal Advisers 

Stephenson Harwood 
Collyer-Bristow 


Flemings 


Issued by Robert Flanii-$6t Co. Lamtai. a member of the London SavkExchan^imdrr^iiMnipytiKSFA. 
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US insurer pays 
$2.65bn for rival 

The reshuffle of assets in the US insurance 
industry continued with the S2.65bn acquisition 
by Seattle-based Safeco of control of American 
States Financial, a property and casualty 
insurer, from Lincoln National Page 24 

Sony in doal to sponsor NBA 

Sony Corporation’s US subsidiary has entered 
into a marketing pact to sponsor the National 
Basketball Association. Details of the deal were 
not disclosed, but it is likely to be worth several 
million dollars a year. Page 24 

RaRarr telecoms share prices feM 

Shares in Stet and Telecom Italia, the Italian 
telecoms groups to be merged and privatised, 
fell sharply as investors reacted to the Trea- 
sury’s decision not to convert their savings 
shares into ordinary voting shares. Page 26 

Sprint adds spice to poison pin 

Sprint, the US's third-biggest long-distance tele- 
phone company, has tightened its poison pill 
arrangements in a move that would make it 
more difficult for an unsolicited bidder to build 
a Large stake in the company. Page 24 

Usinor looks to strong second half 

Usinor of France signalled better times for Euro- 
pean steelmakers, predicting its second-balf 
profits would be “much higher” than a year ago. 
Mr Francis Mer, chairman, said demand for 
steel was very firm. Page 25 

Unigate looldng for acquisitions 

UK-based Unigate is Looking for further acquisi- 
tions after completing its reshaping as a fresh 
food and distribution group. Page 27 

Higher copper prices forecast 

Bankers Trust has increased its copper price 
forecasts following the discovery by its analysts 
of differences in official statistics covering cop- 
per consumption in fihina- Page 30 
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Swedish engineering group boosts 
position in North American market 


Atlas Copco pays 
$900m for US 

rental company 


Greg Mctvor in Stockholm 

Atlas Copco, the Swedish 
engineering group, is buying 
Prime Service, the second- 
largest rental equipment com- 
pany in the US, for $900m - 
the biggest purchase in its 124- 
year history. 

The deal strengthens the 
group’s presence on the North 
American market and is its 
second big acquisition in the 
region since its $550m pur- 
chase of Milwaukee Electric 
Tbol two years ago. 

The deal gives Atlas a strong 
position in a sector which has 
grown at about 20 per cent a 
year since 1391. reflecting the 
trend for companies to lease 
rather than buy construction 
equipment 

Prime, which made operat- 
ing profits of 986m last year on 
sales of (330m, is to be merged 
with the much smaller rental 
equipment operations of 
Atlas's North American sub- 
sidiary. The new group will 
have turnover of $375m. 


Analysts said Atlas's move 
into the fast-growing leasing 
market would enable it to off- 
set relatively sluggish growth 
in its engineering business, 
where it makes compressors, 
construction and mining 
equipment 

Atlas said it would also ben- 
efit from access to Prime's net- 
work of 122 outlets, which cur- 
rently lease compressors 
manufactured by a rival com- 
pany. It’ said it would replace 
and expand Prime's fleet of 
rental equipment and expected 
to increase sales of new and 
used equipment 

The company said In vest- 
carp, the Bahra in-based invest- 
ment company, as well as 
other allied institutional inves- 
tors which together bold 74 per 
cent of the shares, had agreed 
to accept its $32 a share offer. 
This represents a 28 per emit 
premium over Prime’s dosing 
share price last Friday. Allas 
is also taking on in 

debt 

Mr Colin Gibson, engineer- 


ing analyst at UBS in London, 
said: “It looks a fairly expen- 
sive acquisition, but quality 
companies cost money and the 
deal makes good industrial 
sense.” Companies which are 
not involved in the leasing, 
rental and other parts of the 
so-called “after-market” risk 
being left behind, he added. 

The deal will reduce Atlas's 
equity/assets ratio from 51 per 
cent to 37 per cent Up to 28 
per cent of the purchase price 
would be paid in cash, with 
the rest financed by debt 
Some $700m in goodwill will he 
amortised over 40 years, Atlas 
said. Merrill Lynch advised 
Atlas - and Credit Suisse First 
Boston advised Prime. 

Atlas said there would be a 
positive Impart on caab flow, 
hut the deal would dilute earn- 
ings by up to 5 per cent this 
year and nnxt year. 

Investors reacted favourably, 
pushing up Atlas's most-traded 
A shares SKrS^O to SKr217. 

Lex, Page 20 



Saab of Sweden launched its latest model yesterday. Hie 
company, half-owned by General Motors, hopes the upmarket 
9-5 will help it back into profit Report Page 25 


Rctin: Radar 


Airports 
group says 
UK must 
have new 
terminal 


By Michael Skapinlcer, 
Aerospace Correspondent 

BAA, the UK airports group, 
yesterday warned that the 
southeast of England would 
be unable to cope with an 
expected doubling of the num- 
ber of air passengers over the 
neat 20 years if Heathrow air- 
port was not allowed to build a 
fifth terminal. 

Sir John Egan, chief execu- 
tive, said the government 
inquiry into the proposed ter- 
minal was the longest in the 
UK. Hie Inquiry is expected to 
continue until July next year. 
He said the proposed terminal 
could not open until 2004. 

Sir John was speaking after 
the group announced foil-year 
pre-tax profits, after excep- 
tional Items, of £407m ($G63m) 
to March, down 2.6 per cent on 
the previous year. The results 
were in line with expectations 
and the shares rose 2Vip to 
54 Op. Pre-tax profits before 
exceptionals were £444m, a 10.2 
per cent increase on last year. 
The main exceptional item was 
a £40m writeoff of previously 
capitalised interest relating to 
the Terminal Five project 
The group announced in 
April it would no longer capi- 
talise interest relating to the 
terminal until it had received 
government permission for the 
project. The accounting 
change meant that £l3m, 
which would have been capi- 
talised in 1996-97, appeared as 
an interest charge In this 
year’s profit and loss account 
Revenues were £l.37bn, an 
Increase of 9.6 per cent Retail- 
ing is BAA's largest business, 
accounting for 44.1 per cent of 
revenue. Retail revenue was 
up 9 per cent to £606m. 

The rise was achieved in 
spite of a lower level of passen- 
ger growth last year at the 
group's seven airports. Passen- 
ger numbers were up 4JS per 
cent last year to 98m, com- 
pared with a 6.7 per cent rise 
the previous year. BAA said it 
had achieved the increase in 
retail revenues through higher 
expenditure per passenger. 

Revenues from airport 
chargee rose 7.6 par cent to 
£467m. Airport charges 
accounted tor 34 per cent of 
total revenue. Revalues from 
property were up 18.4 per cent 
to ggRftn. accounting for 18.4 
per cent of the total 

Earnings per share after 
e x ceptionals were 28.4p, a £bB 
of 8.6 per cent The final divi- 
dend of 73p brings the total to 
I2.4p, an increase of 10-2 per 
cct*. interest cover increased , 
from 4J5 to 5 times. Gearing 
remained at 33 per cent. 


Lex, Page 27 


BankAmerica s hif ts emphasis 
with Robertson Stephens deal 


By Tracy Corrigan 
in Now York 

BankAmerica, the 
third-largest US commercial 
bank, yesterday announced 
the $540m purchase of Robert- 
son Stephens, the privately 
held San Francisco-based 
investment bank, and the sale 
of its consumer finance sub- 
sidiary, signalling a shift from 
retail towards institutional 
business. 

The net proceeds of the sale 
of Security Pacific Financial 
Services and the previously 
announced sale of its branch 
b a nki ng operation in Hawaii, 
will pay for the acquisition, 
BankAmerica 

“We have said consistently 


that we would take capital out 
of underperforming businesses 
and redeploy it where we 
think it can earn better 
returns for our shareholders,'* 
said Mr David Coulter, Bank- 
America’s chairman and chief 
executive officer. The hank 
seeks returns above its cost of 
capital of about 12 per cent 

Robertson Stephens is best 
known as an investment bank 
to fast-growing technology 
companies in SOI con valley, 
but is also active in health- 
cares consumer products and 
real estate. 

The <540m price is esti- 
mated at five times its book 
value, making it the most 
e xp ensive of the recent spate 
of investment banking acqui- 


sitions by commercial banks. 
Last month, Swiss Bank Cor- 
poration bought Dillon Read 
for three times its book value, 
while Bankers Trust recently 
paid 2.7 times book far Alex 
Brown. 

BankAmerica will initially 
pay out only 2245m, followed 
by 6225m over three years to 
managing directors who 
remain with the company. The 
remaining $70m will be paid 
over four years. 

Mr Sanford Robertson, 
chairman and founder of' 
Robertson Stephens, will join 
the BankAmerica board of 
directors, while Mr Michael 
McCaffery will continue as 
president and chief executive 
officer, reporting to Mr Mike 


Murray, president, of Bank- 
America’s global wholesale 
bank 

As well as developing 
Robertson Stephens’ fran- 
chises, the bank plans to add 
areas such as gaming and. 
media, where it has a strong 
commercial banking position. 

Security Pacific Financial 
Services was sold to Commer- 
cial Credit Company, a subsid- 
iary of Travelers Group, for 
about $1.6bn, a pre m i u m of 
about $300m over net tangible 
assets. 

Commercial Credit wfD have 
$l0bn of receivables and a 
branch network of over 1,000 
offices. SPFS was BankAmer- 
ica’s only non-banking con- 
sumer fi nance business. 


Parmalat 
in $300m 
agreed 
bid for 
Ault Foods 

By Paid Betts in Milan 

Parmalat, the Italian dairy 
products group, yesterday 
stepped up Its expansion in 
North America with an agreed 
C$415m (*300m) bid for Ault 
Foods, the Canadian food pro- 
cessing company. 

The deal also sees the Italian 
group, which acquired Bea- 
trice Foods of Canada for 
C$290m two months ago, act- 
ing as a “white knight" to 
thwart a hostile hid for Ault 
by the Montreal-based Saputo 
group. 

Under the agreed acquisi- 
tion, Pa rmalat will offer CS34 a 
share for an outstanding Ault 
shares, topping Saputo’s C$28 
a share hostile bid. 

Pa rmalat ha« a gain teamed 
with Citicorp, the New York 
hank which flankori the Italian 
group in the purchase of Bea- 
trice Foods. Parmalat and Citi- 
corp will underwrite 75.1 per 
cent and 249 per cent respec- 
tively of a C$150m capital 
increase in Parmalat Canada 
Inc to fund part erf the C$415m 
cash acquisition. 

The balance win be financed 
through a tender facility coar- 
ranged and fully underwritten 
by Citibank Canada, Bank of 
Nova Scotia and Bank of Mon- 
treal The cash afferwhich will 
Open on June XI for a mini- 
mum of 21 days and Ault will 
recommend the deal to its 
shareholders. 

Parmalat said the combina- 
tion of Beatrice Foods and 
Ault would' create a group 
with annual sales of nearly 
C$2bn and a gross operating 
margin of more than C$U0m. 

This combined group would 
have the largest share of the 
Canadian fluid prim market, a 
strong position, in the North 
American “private label" bak- 
ery sector as well as in the 
Canadian cheese business. 

Parmalat said it was already 
considering listing its new 
Canadian operations on the 
stock market 

The latest bid by Parmalat is 
part of an aggressive interna- 
tional expansion programme 
that has seen the Italian group 
acquire assets in Latin Amer- 
ica, eastern Europe, and in the 
US with its purchase four 
years ago of Atlanta Dairies. 

Parmalat said the cash offer 
was subject to acceptance by 
two thirds of Ault’s common 
share holders and the neces- 
sary regulatory approvals. 


Taiwan prepares 
to launch futures 
trade by year-end 


By Peter Montagnon, Asia 
Editor, in London 

Taiwan should be ready to 
launch its first financial 
fixtures contract, based on the 
Taiex stock index; by the end 
of this year or early in 1998. 
Ms Gloria Tseng, a legal 
adviser to the country's 
embryonic Taiwan Interna- 
tional Mercantile Exchange 
(Time), said in Loudon. 

Legislation permitting the 
establishment of futures trad- 
ing in Taiwan came into force 
at the start of this month, and 
plans were well under way for 
the launch of dealing as part of 
the country’s efforts to mod- 
ernise its financial markets, 
Ms Tseng told a seminar in 
London. 

Taiwanese regulators have 
acquired some familiarity with 
futures markets as local inves- 
tors have been permitted to 
trade in overseas exchanges 
since 1992. Moving to domestic 
trading was a logical next step 
which should make Taiwan’s 
equity market - hitherto some- 
what neglected by interna- 
tional investors - more attrac- 
tive because of new hedging 
opportunities. 

Ms Tseng said a group of 


clal services experts had 
decided to set a screen-based 
trading system through Time 
which would be incorporated 
and owned 5 per cent each by 
the Taiwan Stock exchange 
and the Taiwan Securities 
Depository Company. No sin- 
gle shareholder would be 
allowed to own more than 5 
percent. 

The Taiex was chosen, for 
the first contract because it is 
the best-known local index and 


best adapted for use as a 
hedge, but she admitted there 
were some downsides, as It 
covers 350 separate stocks, 
some of which are small and 
vulnerable to price manipula- 
tion. Also It needs revision 
when there Is a new listing. 

As further evidence of 
Taiwan’s efforts to develop its 
markets, Mr Cheng Hsing 
Chen, chief financial services 
negotiator on Taiwan's appli- 
cation to join the World Trade 
Organisation, said it had also 
established a domestic bond 
rating agency in partnership 
with Standard & Poor’s. 

But financial officials 
remain concerned that foreign 
institutions are not giving foil 
weighting to Taiwan- Among 
the problems appear to be a 
tight settlement timetable and 
the bureaucratic burden of 
dealing through a designated 
intermediary. 

According to the UK-based 
Micro pal, which measures 
international fond perfor- 
mance, Taiwan’s booming 
stock market attracted S650m 
of new investments by global 
and regional emerging market 
funds during the first quarter 
of this year, making it the 
most popular emerging market 
during the period. 

Regional funds had an aver- 
age weighting of 7 per cent in 
Taiwan equities at the end of 
the period, double the level a 

year earlier, but 7 out of the 46 
funds surveyed by M kropal 
had no weighting at all in 
Taiwan and many global insti- 
tutions have been reluctant to 
step up their holdings in Htw> 
with the weighting now 
accorded to Taiwan in Morgan 
Stanley's benchmark emerging 

market inflev 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Revenues slip at Japan’s life assurers 


By Gwen Robinson 
in Tokyo 

Japan’s leading life assurance 
companies suffered falling reve- 
nues in the year to March, as 
declining interest rates prompted 
pension funds to transfer group 
contracts to the more competitive 

fond management groups. 

Premium income for the leading 
eight life assurers fell for the first 
Hmp in six: years, by 5-4 per cent to 
a combined Y21.40Q.3bn ($lS5.5bn). 

However, in spite of lacklustre 
Mming g, ail eight raised dividends 
for individual policyholders. The 
increases were funded through per- 


sonnel reductions and other cost- 
cutting efforts. 

The assurers also made progress 
in writing off bad loans to the 
financially troubled non-bank affili- 
ates and housing loan companies, 
or jtisen. The write-offs were 
financed through the sales of 
bonds and assets, including prop- 
erty holdings. 

Three of the eight - Asahi 
Mutual Life Insurance, Mitsui 
Mutual life, and Chiyoda - saw 
net assets decrease for the first 
time since the second world war. 

As mutual companies, the assur- 
ers are not listed on Japan’s stock 
exchanges and announce their. 


annual results in two phases. Their 
liabilities, the most important Indi- 
cator of their financial health, will 
be announced next month. 

The Tokyo stock market’s sharp 
decline meant the leading eight 
assurers saw combined unrealised 
profits on stock holdings nearly 
halve to about YBba. from Yll.Abn 
the previous year. 

However, analysts said the 
impact of the fell was negligible. 
“These losses would amount to 0.5 
per emit of total liabilities - they 
are tiny,” said Mr Andrew Smith- 
ers, an independent econ omis t who 
monitors Japanese life assurers. 

Nippon Life Insurance, the 


world's largest assurer, which 
last week announced a tie-up 
with the US investment manage- 
ment group Putnam Investments, 
saw insurance premium income 
fall 4.1 per cent to Y5£84£bn. 
Recurring profit, however, grew 
61.1 per cent to Y49L5hn as the 
company cut bad debts to YB&2bn, 
sharply down Gran Y227.5bn a year 
ago. 

Nippon Life, which as market 
laaripr led moves to regain the 
confidence of large corporate ami 
public pension funds after financial 
deregulation, elffo pi«iw to double 

its capital base to Y300bn In 
order to protect policyholders. 


The increase will be funded by 
borrowing. 

Dai-Iehi Mutual Life. Japan's sec- 
ond largest life assurer, saw pre- 
mium income fell 5 per cent to 
YUB&6ba. Recurring profit how- 
ever, surged $9.6 per cent to 
Y343Abn. 

Like other leading life assurers, 
DaJ-Ichi Mutual plans to boost 
investments in the currant year to 
March and will invest about 
YSOObn in foreign-currency bonds 
and Y500tm in Japanese bonds. 

Sumitomo Life said premium 
income dropped 8.4 per cent to 
Y3,435bn, while recurring profit 
slid 17.1 per cent to Y308.7hn. 


Passing on the baton of modernisation 

Power at MBf, Malaysia’s leading finance company, is being handed down a generation 


T he life of Mr Loy 
Hean Heong, chief 
executive of MBf 
Group, which runs the 
MasterCard franchise in Mal- 
aysia. is typical of the rags- 
to-riches stories of ethnic 
Chinese tycoons whose fore- 
bears arrived in south-east 
Asia with barely a penny to 
their name. 

Now Malaysia’s largest 
leading finance company, 
MBf Group began life as a 
tractor repair business, set 
up on the back of a MS300 
loan from his father. 

The baton is now about to 
pass to Mr Loy's son, Mr Loy 
Teik Ngan> The transition, 
which involves a good deal 
more than a M$300 loan, is 
indicative of the genera- 
tional change now taking 
place in many family-run 
Chinese businesses. 

For MBf such reforms are 
all the more pronounced 
because of an aggressive 
regional expansion plan to 
help lift group pre-tax profits 

from M$511m in 1996 to 
M$lbn (US$398m) by 2001. 

Much of the wealth of 
south-east Asia is held by 
the Chinese diaspora, who 
number about 55m. Their 
corporations are known for a 
rigid, top-down management 
style, with responsibility 
concentrated in a trusted 
family circle. 

The men who run these 
businesses are often in the 
mould of patriarchs - tough 
and shrewd, but not neces- 
sarily well-educated. Strate- 


MBf Group: poised for growth 
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Sourc&MBtgnup 

gic planning Is sometimes 
more the product of gut 
instinct than market 
research. 

However, in the space of a 
single generation, much has 
changed. While Mr Loy 
senior can remember his 
family having to eat cat 
meat when times were hard, 
his son has experienced no 
such privations. He studied 
economics at a Canadian 
university, has a taste for 
flamboyant ties, and is said 
to be less fierce than his 


father. “The way overseas 
Chinamen do business is 
being modernised,” says Mr 
Loy. “We are using profes- 
sional methods from other 
regions, such as the west” 

T he group comprises 
two listed companies. 
MBf Holdings and 
MBf Capital, with combined 
assets of M$24.4bn, customer 
deposits of M$16bn and a 
network of 145 branches. 

The modernisation that 
began a few years ago is 


accelerating as the company 
grows and as the succession 
unfolds. “Hopefully the sec- 
ond generation can step in 
in five years* time. I have 
already relinquished 25 to 30 
per cent of my responsibili- 
ties, because I am allowing 
them to take over,” Mr Loy 
says. The younger Mr Loy, 
for example, already holds 
the post of chief operating 
officer at MBf Capital 
In past years, Mr Loy 
made almost all key deci- 
sions, but now restricts him- 


self mainly to trouble-shoot- 
ing and strategic planning. 
Beneath Wm is a tM|w of gfry 
auditors-cum-analysts who 
warn him of the first sign of 
trouble. "I only talk to those 
who are not performing. 
Those who are doing OK, I 
do rust talk to,” he says. 

There are strict rules. “We 
usually give th em a year or 
18 month* to show US Why 
they cannot turn [a busi- 
ness! round. Then if it does 
not improve, we call it a 
hard-core losing company 
which we chop off.” 

Those managers who meet 
their revenue targets receive 
11 to 12-month bonuses - 
dus an 8 to 12 per cent 
increment - but those who 
fell to targets do not 
get a bonus. The team of 
auditors ensure that manag- 
ers do not set easy targets. 

As the company spreads 
overseas, so derision-making 
and responsibility is 
devolved. Country managers 
run the business day-to-day 
without recourse to Mr Loy 
and, in an important recent 
development, they have been 
given investment quotas 
which they can use without 
seeking his approval. 

Demands for greater trans- 
parency from potential part- 
ners overseas are also help- 
ing to lift the traditional veil 
of secrecy. MBf recently 
received a nonbank licence 
to issue MasterCard in 
Taiwan, where its Chinese 
cultural heritage undoubt- 
edly helped to open doors. In 


Tndnnfyfa MBf began issu- 
ing MasterCard in April 
though a joint venture, 
FT Seiahtera MBf Multi- 
Finance. 

I n Thailand, MBf bought 
a small factoring con- 
cern about five years 
ago, and Mr Loy thinks the 
current economic problems 
in that country could throw 
up new opportunities. “Now 
that the market is not doing 
too well, it may be a very 
good time for us to move in. 
It will be much cheaper,” he 
says. 

After a slow start in the 
Philippines, the company 
has bought a small bank, 
Unibank, with which it 
hopes to launch credit card, 
car finunrhig and other ser- 
vices. in Burma, it has a rep- 
resentative office, which it 
hopes to turn into a joint 
venture bank by the end of 
the year. 

But although the moderni- 
sation of traditional Chinese 
business practises is dimin- 
ishing, the importance of 
contacts within the diaspora 
- the “b amb oo network” of 
e thnic Chinese businessmen 
- is clearly still important 
“We emphasise culture.” 
Mr Loy says. “You can sign 
a lot of pieces of paper, but if 
the person you are dealing 
with is no good, nothing will 
come of it We look at the 
heart ... we do a lot of busi- 
ness mi a handshake.” 

James Kynge 


MTV Asia in talks with potential investors 


By ABce Rawsthom 

MTV Networks Asia, the 
video music service owned 
jointly by Viacom of the US 
and PolyGram of the Nether- 
lands, is in talks with pro- 
spective shareholders to 
raise additional capital 
The service, which went 
on air two years ago and 
operates three channels 
across Asia, is still making a 
loss after absorbing ?100m of 
capital provided by the two 
founder-shareholders. 


PolyGram. one of the 
world’s largest record 
companies and a subsidiary 
of Philips, the Dutch 
consumer electronics group, 
affirmed that MTV Asia* 
required more capital and 
that negotiations were under 
way with potential investors. 

The new shareholder is 
expected to be an Asian com- 
pany. Hotel & Properties, the 
Singapore leisure group 
which owns the regional 
franchise for the Hard Rock 
Cafe, has been mentioned as 


a possible investor, as has 
Chaoren Phopkand, the Thai 
industrial group. 

Since its debut in 1995. file 
current MTV Asia has faced 
fierce competition from local 
music channels in individual 
countries and from Channel 
[VJ, a rival pan-Asian service 
which is 50 per cent owned 
by Star TV, a subsidiary of 
Mr Rupert Murdoch's News 
Corporation. 

Channel [V] was launched 
in 1994, after Star TV 
stopped broadcasting the 


original MTV Asia, then 
wholly owned by Viacom, 
which is still MTV’s parent 
company in Europe and 
North America. 

Star TV subsequently sold 
a 50 per cent stake in MTV 
Asia to four of PolyGram’s 
rival record companies: 
Japan’s Sony, Warner of the 
US. Germany’s Bertelsmann 
and EMI of the UK. 

Meanwhile, PolyGram 
formed a joint venture with 
Viacom to relaunch MTV 
Asia in 1995. That service 


has struggled to break even 
in the face of stiff competi- 
tion for advertising revenue 
from Channel [V], which is 
also stfil los&uxaktng- 

MTV Asia reshuffled its 
senior management last 
autumn. 

The search for a new 
shareholder in Asia comes as 
MTV is preparing to face 
stronger competition in 
other regions, notably 
Europe, where several 
consortia are planning to 
launch video music channels 


on digital television ; 
networks. f 

The first of MTV Europe’s * 
new competitors Is expected' 
to be Channel [VI which is 
scheduled to go an air in the 
UK late- this year. ,* 

The BBC, Virgin, Emap 
and Granada are also consid- 
ering proposals to in&oduce 
UK video iwraric channels. 

MTV Europe is “national-*' 
ising” its European Sfenice, 
notably by introducing a 
dedicated UK channel this 
summer. 


ASIA-PACIFIC NEWS DIGEST 


Telekom Malaysia 
buys Samart stake 

Telekom Malaysia, the country’s dominant telecoms 
conglomerate, said yesterday it was acquiring 20 per*® 
of Thai telecommunications company Samart in a ueai 
valued at UStfl.6m. This stake is in addition to the 
company’s previously announced purchase or 23 percent 
of Digital Phone Company, a subsidiary of Samart. tor 

Telekom Malaysia has also agreed to purchase* forther 
7 per cent stake in Digital Phone by March 1996 forW5m, 
making the total deal Malaysia’s largest single investment 
in Thailand. Mr Mohamad Said Bin, Telekom Malaysia 
chief executive, said this extra stake could be soldtoa 
third party offering technology or management raepemse. 

The Malaysian group will appoint both the enter 
executive and chief financial officer of Digital Phone, a 
new cellular operator scheduled to begin operations 
first quarter of 1996, with up to 50.000 initial subscribers 
transferred from, rival Total Access Communications. 

Samart said that by selling a stake in the parent 
company, which manufactures satellite equipment ana 
operates Thailand’s second-largest paging sendee. It 
hoped to hel p Telekom Malaysia construct Malaysian 

Multimedia Super Corridor south of Kuala Lumpur. 

By t a kin g a stake in Samart, Telekom Malaysia obtains 
access to a large range of telecommunications services in 
Thailand beyond tire new cellular network, in addition to 
Samart* s profitable mobile phone operations in Cambodia, 
where Malaysian com panies are the largest foreign 
investors. Ted Bordacke, Bangkok 

CIBC in $175m Korean deal 

Hyundai Electronics, an affiliate of South Korea’s 
Hyundai Group, said yesterday it would sell a 30.93 per 
cent stake in Citizens Investment Trust Management and 
Securities Co Ltd to a Canadian bank. 

qanwHtan imperial Bank of Commerce will buy the 
shares for $175m. becoming the biggest single shareholder 
In the South Korean securities house. The sale is expected 
to be completed in mid-June. Hyundai Group would 
remain the biggest shareholder, with two affiliates 
owning a combined stake of 3&86 per cent. Hyundai 
Electronics said. Renter, Seoul 

NTT to form overseas unit 

Nippon Telegraph and Telephone, the Japanese 
telecommunications giant, said yesterday it would form a 
uni t, possibly as soon as July, to start international 
services. “We plan to start international services in the 
autumn.” said Mr Masanobu Suzuki, executive manager 
of NTT. which Is currently restricted by law to domestic 
services. “We need to form a new unit in July, or early 
August at latest,” he said. Reuter, Singapore 

PT Maharani plans offering 

PT Maharani. the Indonesian finance company, said 
yesterday it planned to raise Rp35J28bn ($14. 5m) from a 
public offering later this mouth. 

Maharani. a finance company providing leasing, 
factoring, consumer financing and corporate finance 
facilities, said it would offer 58. &n shares, or 49 per cent 
of its paid-up capital, to the public. The shares, with a par 
value of Rp500, would be offered at Rp600 a share from 
June 30 to July 2. The firm said funds raised would be 
used to expand its business activities and to repay debt. 
Maharani would be listed on July 16 on the Jakarta and 
Surabaya stock exchanges. The company posted net profit 
of Rplbn last year, compared with Rp840m in 1995. 

Reuter. Jakarta 

Indian investment by LG unit 

LG Electronics India, the wholly-owned subsidiary of LG 
Electronic*, the South Korean group, said it planned to 
invest US«89m aver the next nine years in the country’s 
white andmrown goods industry. 

The company said that in the first phase, from 1998 to 
2001. it would invest 5146m to set up manufacturing 
facilities near Delhi. This plant, expected to start 
commercial production in. early 1998, would produce 
600,000 colour televisions, 400.000 refrigerators, 230.000 
audio systems, 200,000 washing machines. 100,000 
afreouditionete and 30.000 video cassette recorders, it 
said, 

-The second phase, from 2001 to 2005, will attract 
investment of $143m to increase existing capacities in 
finished products and to add capacity for the production 
of compressors, fly-back transformers and motors. 

AFX-Asia, Bombay 
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BANK HOFMANN & W 


Lothar Mark! belongs to the Bank Hofmann team. As a profound authority on Goethe’s Faust, he has 

a particular flair for philosophical topics. He is also an absolute expert in everything 
related to Private Banking which soon becomes evident when asked for advice. His 
personality incorporates an important part of what we stand for. Every member of our 
bank reflects our entire organisation. Each individual demonstrates total commitment 
towards our clients’ best interests. Whether it’s behind the scenes or face-to-face. 


BANK IjlOFMANN 

Bank Hofmann AG 
Tblslrasse 27 

Cl 1-8022 iSiirirh /Switzerland 
Telephone 0041 1 21751 11 
Telefax 0041 I 21 J 73 68 

A credit suisse qroup company 
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Templeton 


Templeton Global Strategy Funds 
Secret tTanestissemem a otputd i ariaUe 
26 . boulevard Royal L- 244 ? Luxembourg 
R.C. 835177 

Dmdmd announcement 

Temptetan Global Strategy Foods mil pay dividends to (he Shareholder' of the 
following Funds as of reseed on June 5 . IW, agut*j presentation of the 
respective coupons: 


TgsptcOT GMoJ Incoac Fund . Ctev A 


T uigik m E a m pnfl Mart**, 
Fned Income Fund - Class A 


Cuw«<> 


I'SD 


I'SD 


Aimm per 
Stare 


CiNuun 

Muter 




I lu&iw? 


Prindp*! Paying Agent: 

Chase Manhattan Bank Luxembourg SA- 
S. rue Placlfc 
L-233S Luxembourg 

The Shares ore traded cs -dividend as from June A. IQQ7 

fiir further Wormonon. StncboMersare oivnad to contact thrtr 
office: 


nearest Templeton 


Eihnhuigh 

Td 

TWI-free fnm U.K 
060DX05 300 

I nrei n ational 
<-U) 131 4M 4000 
Fks. |44l l.l| 226 4501k 


Hong Kong 

Tel: IW W» 272 2.\ 272 T d. tB52i 2877 77.lt 
Fas: (401 *|d*72 2,7 I JO Fas I R52» 2S?7 54tl| 
LascfflNxng 
Tel f VS?t 4 a mi 6? 2 1 J 
Fax. 1.1521 22 21 Ml 

The Board of Dtttvuws 
June IW 


J fflJTCE.OF EARLY RF.DFMPTTn^ 

(X)LLATERAUSED MORTGAGE SECURITIES (NO 1) PtC 
£35,000.000 Class A3 Mortgage Backed 
Floating Rate Note* 2016 
£14,700,000 Class B Mortgage Backed 
Floating Rate Nolen 2016 

COl ^' I g^SEDMOffrCAC£ SSCLiRITtES {NO $ PIG 
£250,000,000 Class A Mortgage Barked 

„ « Rate Not «2026 

£ 1 8,820,000 Class B Mortgage Backed 
Floating Rate Notca%6 
(cadi «a “laattcr" and a&etbi-fo tin 
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Morgan 
means more 




How did J.R Morgan get to be the fastest-growing equity 
house on Wall Street? By providing our clients with more. 

More objective advice that considers your interests first. 
More active, tailored marketing of stock issues. More 
in-depth, standard-setting research. More of the right 
investors - all over the world. More aftermarket trading 
and research support. More hedging strategies for issuers 
as well as investors. And more attentive involvement all 
along the way. 

No wonder so many issuers — from corporate giants to 
high-growth start-ups — ask us to return to manage their 
next offerings. That's what happens when you consistently 
deliver more. 

www.jpmorgan.com 
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COMPANIES AND FINANCE: THE AMERICAS 


AMERICAS NEWS DIGEST 


Corimoh returns 


Safeco pays $2.65bn for rival insurer 


By Richard Waters in New York 


to profit for year 


Corimon, the Venezuelan paints group, returned to profit 
in 1996-97 with net income of Bs3.47bn (S7.T3m), compared 
with a Bsl05.7bn loss for the previous fiscal year. Mr 
Francisco Layrisse, president of Corimon, said that 
structural reforms had allowed “us to present a company 
with healthy accounts even after the [recent] provisions 
we have made." Corim on hoped the New York Stock 
Exchange would now lift the suspension on trading of the 
company’s shares, which was imposed in February 1996 
for reporting violations. 

Sales volume of paints dropped 14 per cent, but 
cost-cutting produced a moderate operating profit- As part 
of its debt for equity swap established m last year's 
rescue p 1aT1 . Corimon will propose a capital stock Increase 
of 450m shares, which would reduce its total debt to $40m, 
down from SI 98m last year. Corimon ran into financial 
trouble in late 1995 after several foreign acquisitions 
i failed to perform as expected. Raymond Colit!. Caracas 


Consolidation in the US insurance 
industry continued yesterday with 
the $2.65bn acquisition by Safeco of 
control of American States Finan- 
cial from Lincoln National, in a 
deal that will allow the companies 
involved to pursue very different 
paths. 

Lincoln National, an Indiana- 
based insurer, sold by auction its 
83 per cent stake in American 
States, a property/casualty insurer. 
The disposal will bolster Lincoln's 
financial position and give it the 
resources to expand in life assur- 


ance, annuities and investment 
management. 

For Seattle-based Safeco, the deal 
represents a drive to build a 
nationwide sales network for per- 
sonal and commercial lines of prop- 
erty,' casualty insurance, while also 
dilating its exposure to earth- 
quakes on the West Coast. 

The sale, for S2.35bn in cash, 
with a further 5300m of intercom- 
pany debt to be repaid, will leave 
Lincoln with S2.l5bn after tax, the 
company said. Some 5500m of this 
will be used to re-purchase stock, 
with the remainder devoted to 
acquisitions. That makes it the 


largest In a scries of moves by Lin- 
coln to transform itself from a 
broad-based company with life, 
property, casualty and reinsurance 
operations Into a more specialised 
financial services group. 

It echoes the strategy of an 
ina sa sin g number of US insurers, 
including fast-gro w ing companies 
like Sun America, which have 
turned away from their traditional 
insur ance products to specialise in 
managing the wealth of the "Baby 
Roomer** generation. 

Ur taw Rdfiasd. c hain* 1 ** 1 gn d 
chief executive, said this was a 
business with "high growth poten- 


tial and low earnings volatility.'’ 
Lincoln was Interested in acquisi- 
tions which allowed it to reap effi- 
ciencies by reducing its unit coats, 
or which enabled it to extend its 
range of mutual fund products, he 
said. 

Iha reshaping of the US proper- 
ty/casualty insurance business has 
also been driven by the high earth- 
quake and hurricane losses of the 
1990s, which have made insurers 
more alert to the potential risks 
they run. and a tough market that 
has it dWHrnit for companies 
to raise premiums. 

Mr Boh Dickey, president and 


chief operating officer or Sj*w 
said the acquisition would help his 
company extend its reach aw*> 
from the West and into Midwestern 
states. American States sells its 
products through 4.800 ^depen- 
dent agents, compared to the -J.ooo- 
strong salesforcc of Safeco. 

By adding Safeco’s homeowners 
and car insurance policies, the 
company hoped to raise the pro- 
ductivity of American’s agency 
force, he said. American would also 
bring experience in handling 
anee for small companies ■ a port or 
the insurance market that could be 
more secure. Mr Dickey added. 


Investors ride the rapids of internet stock 


Royal Insurance expands Online bookseller seen as ‘one of the last free investor lunches’ as shares slump after debut 


Royal Insurance Company of Canada and an affiliate, 
both part of the UK's Royal & Sun Alliance insurance 
group, have agreed in principle to purchase the Canadian 
personal insurance business of Hartford Financial 
Services, of the US. Royal and its affiliate Western 
Assurance will acquire a portfolio of accounts worth 
about US$25m in annual written premi ums . The 
companies declined to provide financial details of the 
deal Royal said the purchase fitted with the company's 
strategy to grow through acquisition. 

Hartford, one of the largest US companies with 
US$12J5bn in revenues in 1996, will retain its Canadian 
commercial line. It said it was selling its personal line 
because it had captured only a small segment of the 
C anadian market and the company preferred to focus on 
its commercial operations in Canada. 

Scott Morrison. Vancouver 


A new term for failure 
has been added to 
the investment 
banker lexicon in Silicon 
Valley. bo rphad . 

Less than a month ago. 
Amazon.com, the on-line 
bookseller, became the first 
large company dedicated to 
internet retailing to go pub- 
lic. Its share price perfor- 
mance since has enabled 
rival bankers to enjoy a keen 
sense of schadenfreude. 

It all looked a very differ- 
ent story on the company's 
first day of trading. Keen 
demand had prompted Deut- 
sche Morgan Grenfell, the 
underwriters, to increase the 
size of the offer by *20 per 
cent. The shares then 
opened 63 per cent higher 
than the 518 offer price 
before dosing at $23%. 

Wi thin a week, however, 
the shares had faiTon below 
the offer price. They have 
since skulked at about this 
level even on days when the 
technology-driven Nasdaq 
composite index has enjoyed 
record-breaking gains. 

The past two sessions have 
afforded the stock some 
respite as the market pre- 
pares for today’s end to the 
quiet period which attends 
any US listing. 

At mid-session yesterday it 
was up ’A at 520. But with a 
typical premium for newly 


CVG head affirms sell-offs 


The president of the state-owned Corporacion Venezolana 
de Guayana, Mr Elias Nadim Ynaty. discounted recent 
concerns that the privatisation of tbe company's steel and 
aluminium plants would not go ahead as planned because 
of opposition from congress. "Some parliamentarians 
have concerns that we need to address and that could 
take a few weeks more or less. But I am sure that we will 
get the authorisation for the sale of the aluminium and 
steel plants this year." he said. 

The affirmation came after Mr Alberto Poletto, the head 
of the FTV. the government privatisation agency, said he 
was “worried" that congress had still not begun to review 
the executive's proposed sale contract for Sidor. tbe 
3m-tonnes-a-year steel plant. Some cf the investors had 
indicated they could withdraw from the sale process if 
congress did not approve the contracts by October, after 
which it would take approximately two months before the 
actual tender. The CVG is expecting some $3bn in 
revenue from the sale of the al uminium and steel plants. 

. Raymond Colitt 


Pulp group merger delayed 
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Shopfront: The claim on its home page has brought conflict 


listed companies of between 
10 and 15 per cent, the price 
performance of such a 
ground-breaker has been dis- 
appointing. 

The reasons for the disap- 
pointment appear both 


unique to Axnaznn.com and 
relevant to other internet 
retailers which wish to list 
on the US market 
The group, set 19 just two 
years ago. already has a 
strong brand name. Since 


the beginning of 1996 it 
has doubled revenues in 
each quarter to 516m in the 
first three months of this 
year.- 

The lossmaking company 
has already invoked the ire 
of Barnes & Noble, the fest* 
growing physical bookstore 
in the US. which launched a 
lawsuit to stop tbe group's 
claims to be the "world’s 
largest bookseller", offering 
more than 2-Sm tfflpi? , 

Such notoriety in a sector 
which typically excites keen 
interest lot to some aT the 
initial euphoria. 

Mr Ryan Jacob, analyst at 
IPO Value Monitor, says: 
Tbe first day’s performance 
didn't really surprise us. 
With all the hype, most 
people expected it to go at a 
large premium." What he 
found surprising was the 
scale of the following 
decline. 

Part of this decline was 
blamed an the role of institu- 
tional investors. 

“There were a lot of insti- 
tutions wanting to go in and 
make a quick pro fi t." said 
Mr Jacob. 

Another broker described 
the listing of such "hot 
stocks" as the "one of the 
last free investor lunches". 

Other analysts have 
painted to some confusion 
surrounding the listing of 


the first pure internet 
retailer. Other listed groups 
earn money from varied 
sources or offer services as 
opposed to goods. 

Mr Duff Anderson, manag- 
ing director of equity capital 
markets at Donaldson, Luf- 
kin & Jenrette, says, "There 
is some confusion in the 
marketplace about whether 




imtedvetoth* 


to provide more of its books 
on the internet. 

Ms Mary Meeker, analyst 
at Morgan Stanley, believes 
“vee are about to see a mini- 
marketing battle, like a 
junior version of Coke vs 
Pepsi, in the little world of 
internet book selling". The 
outcome of this battle will 
have a far greater influence 
on the performance of Axna- 
zorLcom's shore price than 
the short-term factors which 
have been dominant so far. 


4FS 
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this is a technology company 
or an on-line bookseller". 

While few analysts would 
value tbe groups in tbe same 
way. the Issue of competi- 
tion is an important one for 
the long-term performance 
of Amazon.com. 

Soon after it went public 
Barnes & Noble announced a 
tie-up with America On-Line 


B oth IPO Value Moni- 
tor and Morgan Stan- 
ley believe that Ama- 
zon.com has many 
competitive advantages over 
its mainly terrestrial rivals. 
The chief one is that it 
started earlier and already 
has a strong brand name. 

While it Is too early to say 
what effect the company's 
performance will have on 
other potential offerings, 
there will continue to be 
keen interest in how Ama- 
zon.com performs over the 
next few quarters and how it 
weathers this increased com- 
petition. 

The company then hopes 
that its name, promised by 
the river which carries more 
water than any other, will 
not be taken in vain. 


Jane Martinson 


The US Justice Department has requested additional 
information on the proposed §3.6bn merger between 
James River and Fort Howard, the pulp and paper groups, 
which extends the waiting period for the deal under 
antitrust law. James River said yesterday. The Justice 
Department’s request extends the waiting period until ^0 ; 
days after the companies comply. James River and Fort 
Howard have begun coDecting the requested information 
and intend to reply promptly. James River said. The 
merger would create the second largest manufacturer of 
tissue paper in the US. Reuter. Richmond 


Sprint moves to ward off hostile takeover bids 


By Richard Waters 


Alcatel, Hayes in modem link 


Alcatel Alsthom. the French telecoms equipment group, 
said yesterday it had teamed with Hayes Microcomputer 
Products, the US modem maker, to derelop high-speed 
internet access equipment Reuter, Atlanta 


Sprint tbe third-biggest US 
long-distance telephone 
company, yesterday tight- 
ened tbe provisions of its 
“poison pill" arrangements 
to make tt more difficult for 
an unsolicited, bidder to 
build up a big stake in the 
company. 

The move comes at a time 
of heightened interest in 
telecommunications acquisi- 


tions in the US. following 
reports two weeks ago that 
AT&T was discussing a 
merger with SBC Communi- 
cations. 

Such a deal between the 
country's biggest long 
distance and local 
telecommunications 
companies, if allowed to 
proceed by competition 
authorities, would break the 
mould in the world’s biggest 
telecoms market and could 


spark a wave of similar 

Sprint, which has an 
international partnership 
with Deutsche Telekom and 
France Telecom, said its 
board bad approved a 
change to the company’s 
shareholder rights plan 
adopted in 1989. 

This would allow a 
defence scheme to be trig- 
gered once a shareholder 
acquired more than 15 per 


cent of the company’s stock. 
The earlier scheme came 
into effect when a holding 
topped SO per cent. 

Shareholder rights plans, 
which are common among 
US companies, act as a 
deterrent by allowing exist- 
ing shareholders to buy 
stock at a big discount, thus 
diluting the interest of a 
hostile stake-builder. 

Research suggests that 
companies with such plans 


are just as likely to be 
bought as companies with- 
out them, though the exis- 
tence of a plan generally 
strengthens their hand in 
negotiating a higher price 
from buyers. 

Sprint sought to play 
down tiie significance of the 
move, saying it echoed steps 
: taken by many other compa- 
nies in recent years. 

Most shareholder rights 
plans have a 10-year life. 


meaning that companies 
that adopted them during 
the takeover wave of the 
late 1980s are now renewing 
them. However, the Sprint 
plan does not expire until 
1999. 

The company said of its 
new scheme: "The plan was 
not adopted In response to 
any specific threat to 
acquire control of Sprint, 
and the board is not aware 
of any such activity.’’ 


This announcement appears as a matter of record only. 


Cablevision, TCI in $lbn deal 


By Christopher Parkes 
in Los Angeles 


Socma Americana S.A. 
Sideco Americana S.A. 
Coragri S.A. - Canale S.A. 
Itron S.A. 

Argentina 


US$100,000,000 

Term Financing for Capital Investment Program 

.Arranged and provided by 

International Finance Corporation 


US$25,000,000 

Term Loan 


Provided by 

International Finance Corporation 


US$60,000,000 

Term Loan 


| Wall Street yesterday 
| greeted news of a link-up 
worth at least $lbn in the 
New York cable television 
market with strong demand 
1 for shares in Cablevision 
1 Systems and Tele-Communi- 
cations Inc, tbe prospective 
partners. 

Cablevision stock surged 
more than 20 per cent in 
morning trading, rising 57% 
to $42% on news of an agree- 
ment with TCL which was 
trading 7 per cent higher 
at $l&&. 

The link-up will increase 
Cablevision’s subscriber 
base in one of the country’s 
richest metropolitan areas 
by almost 50 per cent. 

Tbe deal is the biggest yet 
In a series promised by Mr 
Leo Hindery, TCrs new pres- 
ident and chief operating 
officer, who plans to shed 
almost one- third of his 
group’s 5l4bn debt 

It also marks an important 
step in the restructuring of 


the US cable industry, in 
which systems are being 
linked in regional dusters to 
improve operating efficiency 
and increase profits. 

Under the agreement, 
Cablevision, the nation’s 
sixtb-largest operator, will 
take over TCl’s 10 cable 
systems in the New York 
area, boosting its subscriber 
base in the region by 820,000. 

The consideration, com- 
prising 5422.4m of new 
shares and the assumption 
of about 5670m in TCI debt, 
will give TCI a 33 per cent 
stake in Cablevision and two 
seats on the board. 

Mr Hindery said the deal, 
which followed the 
announcement last Friday of 
a smaller link with Adelphla 
in the west of New York 
state, was one of the most 
important of the series on 
his schedule. 

“They will give TCI man- 
agement and operational 
control over fewer cable 
systems, helping to focus our 
efforts on better serving 
communities and customers 



John Malone: relinquished 
day-to-day control of TCI 


at the local level," he said. 

One of Mr Hindery’s first 
moves in the TCI shake-out 
was to reverse a strategy 
introduced less than a year 
ago, which Involved cutting 


local and regional sales and 
marketing and concentrating 
them at group headquarters 
in Denver, Colorado. 

Mr Hindery has quickly 
overturned the strategy 
introduced by Mr John 
Malone, TCI group chair- 
man, who ceded day-to-day 
control over the company 
earlier this year. 

Six regional divisions have 
since been established, and 
are being reinforced with 
staff, some of whom were 
made redundant in last 
year's cost-cutting efforts. 

The effect of the deal on 
Cablevision’s share price 
suggested a revival of inves- 
tors' faith in the company, 
which will end up with 3.6m 
customers compared with 
TCTs 14m. 

The Dolan family, who 
founded the company and 
will maintain control, was 
recently criticised for an 
allegedly over-generous 
5765m dad with ITT which 
gave it full ownership of 
New York’s Madison Square 
Garden sports operations. 


Sony in 
pact to 
sponsor 
NBA 


Provided through IFG Participations by 

Socimer International Bank Limited 
BHF-BANK Aktiengesellschaft 
Banco de Galicia (Uruguay) SAI.F.E. 
Credit Lyonnais 


PepsiCo calls on former chief 


By Richard Tomkins 
in New York 


US$15,000,000 

Equity Investment in Sideco Americana S.A. 


Provided bv 


International Finance Corporation 


PepsiCo, the US soft d rinks 
and snacks company, has 
made a surprise decision to 
bring in a former president 
and chief operating officer to 
head its fast food restaurant 
business when it is spun off 
to shareholders later this 
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! year. 

He is 72-year-old Mr 
Andrall Pearson, now a part- 
ner with the buy-out firm 
Clayton, Dubfiier & Rice. 
The vice chairman and presi- 
dent of the yet-to-be-named 
company wfl] be 44-year-old 
Mr David Novak, currently 
president and chief execu- 
tive of Pizza Hut and KFC. 

Mr Pearson left PepsiCo in 
1984 after a 15-year spell, 
during most of which he was 


president and chief operat- 
ing officer. He helped take 
the company into the restau- 
rant business through his 
role in the acquisition of 
Pizza Hut in 1977 and Taco 
Bell in 1978. (KFC was added 
in 1986). 

Recently PepsiCo's restau- 
rant division has been strug- 
gling amid fierce competi- 
tion in the US fast food 
market, and in January 
PepsiCo announced plans to 
spin it off to concentrate on 
its soft drinks operations - 
also struggling - and its suc- 
cessful salty snacks busi- 
ness. 

In his new job. .Mr Pearson 
will become head of a busi- 
ness with revenues of about 
SlObn a year. It has more 
outlets than any other res- 
taurant company in the 


world, and is second wily to 
McDonald’s in annual sales. 

Mr Pearson said: “I have 
been challenged by the 
notion that a business is 
mature and doesn’t have 
much opportunity ever since 
1 started at PepsiCo, when 
people told me that about 
soft drinks and snacks - and 
they have gone on to become 
Sllbn businesses." 

He said his top priority 
would be to restore same- 
store sales growth to the res- 
taurants. "That is the key to 
success in this business. The 
obvious way to get there is 
through product news and 
product excitement. What 
isn’t so obvious is how to 
implement that, to put in the 
programmes that change the 
excitement factor in your 
business." 


Mr Pearson spent 16 years 
at McKinsey. the US man- 
agement consultancy, before 
joining PepsiCo. -Afterwards, 
he became a professor at 
Harvard Business School, 
then joined Clayton. Dubllier 
& Rice, where lie has been 
running Alliant Food Ser- 
vices - the former Kraft food 
service subsidiary or Philip 
Morris. 

Mr Roger Enrico. PepsiCo 
chairman and chief execu- 
tive. described Mr Pearson 
as “a brilliant strategist" 
and said Mr Novak was 
“probably the brightest, 
most Inspiring restaurant 
leader anywhere", 
“Together, they’ll bring « 
vast wealth of intelligence, 
leadership and operating 
experience to this enter- 
prise,” he said. 


Sony Corp’s US subsidiary 
said yesterday it had entered 
into a marketing pact with 
the National Basketball 
Association which makes 
Sony an “Official Sponsor" 
of the organisation. Renter 
reports from New York. 

Financial details of the 
deal - which was struck as 
the NBA’s best-of-seven 
championship final between 
Utah Jazz and the Chicago 
Bulls was poised at two 
games all - were not dis- 
closed. But it is likely to be 
worth several millions of 
dollars a year. 

Sony called it an "expan- 
sive, multi-year alliance" 
and said it was the compa- 
ny’s largest sports sponsor- 
ship deal to date. The 
NBA is one of the most pop- 
ular sports leagues In the 
US. 

Sony will have exclusive 
domestic promotion rights 
within the ronsumer elec- 
tronics category, as well as 
additional rights which will 
benefit all participating Sony 
companies, 

Sony said companies par- 
ticipating include Sony Pic- 
tures Entertainment, Sony 
Music Entertainment, Sony 
Computer Entertainment 
America and Sony Electron- 
ics, AH are units of Sony 
Corp. Sony Computer Enter- 
tainment America makes the 
popular PlayStation video 
games machine 

Sony and the NBA will 
consider developing and 
distributing programming. 

Sony will also have use of 
the NBA logo and related 
trademarks in promotional 1 
material as well as in 
national and regional 
promotions. 

The link between Sony 
and the National Basketball 
Association will run at least 
until the year 2000. 
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COMPANIES AND FINANCE: EUROPE 


Armstrong intervenes in flooring merger 


By Richard Waters 
in Hew York and Graham 
Bowtey h Frankfurt 

Armstrong World Industries, 
a US manufacturing group, 
yesterday made aa unsoli- 
cited bid in retaliation to a 
planned Franco-German alli- 
ance to create one of the 
world's biggest makers of 
flooring mate rials . 

The US group said yester- 
day it had launched a 
c$488m ($353m) bid for 
Dotnco, the Canadian subsid- 


iary of Sommer AlHbert, the 
French plastics group. 

Its intervention comes less 
than two weeks after Som- 
mer Allibert announced a 
proposed DMl_38bn (S780m) 
merger of its flooring busi- 
ness with Tarkett of Ger- 
numy. a world leader in 
flooring surfaces. 

The deal involved the pur- 
chase by Tarkett of Sommer 
AHTberfs Soaring business. 
In return, Sommer Allibert 
agreed to buy 60 per cent of 
Tarkett through a public 


offer for the German group's 
20.1m shares. 

The move threatened to 
create an important competi- 
tor far Armstrong. 

But Pennsylvania-based 
Armstrong, which makes 
floor coverings, cell in g mate- 
rials and Other internal ffiy- 
oishings, revealed yesterday 
that it had privately made a 
$775m offer for all of Som- 
mer's flooring business in 
April - before the Tarkett 
and Sommer link-up. 

The French company 


rejected that in late May, 
two days before announcing 
an agreement to sell the 
business to Tarkett and to 
take its 60 per cent stake in 
the German company. 

Armstrong returned to the 
fray yesterday, offering to 
buy Sommer’s 57 per ceut- 
owned Canadian subsidiary, 
Domco, for C$48&n. 

To succeed with its spoil- 
ing bid, however, Armstrong 

would need either to win 
over the French company's 
own board with its rival pro- 


posal, or to bring enough 
pressure to bear through a 
group of minority sharehold- 
ers in Canada to change the 
course of events. 

The unsolicited bid 
seemed designed to attract 
minority holders in Domco, 
which is publicly traded in 
Canada. At CSSS in cash for 
each Domco share, the offer 
is pitched mare than 50 per 
cent above the (dosing price 
last Friday. 

Domco’s minority share- 
holders would only benefit 


from the offer if at least two- 
thirds of the subsidiary's 
shares of the company are 
bought by Armstrong - a pro- 
vision which tttoVpc it depen- 
dent on Sommer's support 

It renamed unclear yester- 
day what Armstrong could 
do to derail the existing 
agreement between the 
French and German compa- 
nies. 

Tarkett, for Its part, said 
that it expected its deal with 
Sommer to go ahead as 
planned. 


Usinor 
upbeat on 
second 
half 


By David Owen 
in Paris 

Usinor yesterday signalled 
better times for European 
steelmakers, predicting that 
its second half-profits would 
be “hunch higher” than a 
year ago. 

The French group also 
cheered analysis by suggest- 
ing its first-half results 
would be only slightly lower 
than the FFrSSSm (5142.7m) 
in net attributable income 
earned in the first six 
months of 1986. 

The shares surged to a 
year’s high of FFr99.90 in 
early trading, before closing 
down FFr2.10, or 22 per 
cent, at FFr94. This com- 
pared with a 122 par cent 
decline in the benchmark 
CAC 40 index. However, at 
last night’s dose, the shares 
are stUl almost 11 per emit 
higher than they were a 
week ago. 

Mr Francis Mer, chair- 
man, said demand for steel 
was very firm and that 
although the recovery in 
prices had been gradual, a 
positive trend for most prod- 
nets had emerged over the 
past two months. 

The Usinor chairman also 
indicated that the strength 
of the dollar, which had 
helped to make European 
steel prices lower than those 
elsewhere, would help the 
company to pursue new 
export opportunities. 

He nonetheless warned 
that second-half earnings 
would not be as good as 
those for the first half of 
1995, when the then recently 
privatised company reported 
net profits of FFr2.4bn_ 

Mr Terence Sinclair, a 
London-based analyst with 
Salomon Brothers, said the 
“simple boring fact” that 
the group was expecting a 
first-half result not far 
below 1996 levels was “very 
good news indeed”, bearing 
in mind an approximately 
10 per cent decline In aver- 
age steel prices over the 
same period. 

“They have compensated 
for that by cost savings that 
are quite extensive,” he 
said. 

However, Mr Mer was 
“always extremely bullish”, 
he added. “Investors tend 
for that reason to apply a 
certain pinch of salt.” 

Mr Sinclair forecast that 
the second half should be 
“quite a corker”, helping to 
take full-year profits to 
about FFr225bn. against net 
income of FFrl-5bn, or 
FFr6.12 a share, in 1996. 

The company remains 
keen to invest in Corpora- 
tion Sidertirgica. of Spain. 
Mr Mer has said in the past 
that, if the Spanish govern- 
ment confirmed its intention 
to privatise, Usinor would 
seek to play a role that sat- 
isfied both its and the Span- 
ish company's interests. ,’ 

Mr Mer also announced 
the company was shortening 
its name from Usinor Sad- 
lor to Usinor. He pledged 
that the Sadlor “culture" 
would be maintained, with 
the group’s sew logo being 
“a very clear graphic inter- 
pretation” of the old Satilor 
logo. 


Mondragon helps itself to success 

The Spanish co-operative is expanding abroad along orthodox commercial lines 


T he Mondragdo group 
of co-operatives, 
based in the wooded 
valleys of the Spanish 
Basque country, is a doubly 
rare phenomenon. For 
decades it has stood out as a 
successful example of indus- 
trial worker-ownership. Now 
it is evolving as something 
almost equally uncommon: a 
Spanish raamifiart-u pn g mu j_ 
tmationaL 

But the two sides of the 
group - on the one hand 
its home-grown cluster of 
member-owned companies, 
complete with education and 
welfare facilities, on the 
other a string of ventures 
from Mexico to Morocco 
from China to the Czech 
Republic - are run alo n g dif- 
ferent lines. 

In the Basque region the 
group has remained faithful 
to its original approach, with 
a relatively egalitarian struc- 
ture in which the highest 
paid, receives six times the 
salary of the lowest 
Abroad, it functions as an 
orthodox company, working 
mostly with local business 
partners, en ga gin g staff on 
standard employment te r ms 
and taking advantage of low 
labour costs. Executives sent 
out to the foreign ventures, 
while maintaining their co- 
operative membership, 
receive salary packages in 
keeping with international 
competitors. 

Of the 32,400 people work- 
ing in the group, more than 
a third are non -co-operative 
employees. Admirers of the 
Mondrag6n model might 







regard thin with dismay, but 
managers see foreign expan- 
sion as evidence of the prac- 
tical sense that h«« under- 
pinned the success of what 
is Spain’s 10th largest com- 
pany in terms of sales, with 
expected turnover of 
Pta717bn ($42hn) this year. 

Founded by pupils of a 
technical school set up by a 
priest, the group consists of 
about 100 financial, manu- 
facturing, commercial, 
research and tr aining co- 
operatives, headed by a cen- 
tral administrative body. 
Mondrag6n Corporation 
Cooperativa (MCQ. 

It includes the Fagor 
brand of household equip- 
ment, a range of industrial 
activities, a growing retail 
division, banking and insur- 
ance. 

Sales last year totalled 
Pta630bn, of which PtalSObn 
was generated by exports 
and foreign-based 
operations. Turnover of its 


New saloon seen 
as crucial to 
Saab’s survival 


By Greg Mclvor 
in Stockholm 

Saab, the struggling Swedish 
carmaker managed and half- 
owned by General Motors of 
the US. yesterday launched 
its new top-of-the-range 95 
saloon, in a renewed attempt 
to restore its operations to 
long-term profitability. 

The success of the new 
model has been billed as 
essential if Saab is finally to 
emerge from a run of debili- 
tating losses which have 
kept it in the red for seven of 
the past nine years. 

Tlie car, unveiled to the 
media yesterday at the 
group’s headquarters in 
TrollWLttan, will enter the 
market in August or Septem- 
ber. It will be sold alongside 
and ultimately replace 
Saab’s 12-year-old 9000 
model. 

Saab forecast that the 9-5 
would account for 6-10 per 
cent of this year's sales - 
expected to top 100,000. The 
goal is for Saab's annual 
sales to reach 150,000 units 
by 2000, with the 90 account- 
ing for half of this. 

Saab’s retail car sales fell 
to 98.000 cars last year, a 

figure s een as far short of 
the volume needed to sur- 
vive in the hi g hl y competi- 
tive international motor 

industry. 


Mr Philip Ayton, motor 
analyst at BZW in London, 
said tiie 95 was “utterly cru- 
cial" to Saab's survival The 
most important factor, he 
said, was that Saab was able 
to hold prices at premium 
levels in order to generate 
adequate margins. 

“The car looks okay but 
not exceptional. Unfortu- 
nately, that is likely to mean 
that price packaging will 
become very important." he 
said. 

GM and Investor, the mam 
investment vehicle of Swe- 
den’s Wallenberg family, 
which has a 50 per cent 
stake in Saab, have pumped 
SKrlL5bn ($L48bn) into the 
company since 1989. hi this 
time Saab has racked up 
SKrlObn in accumulated net 


Mr Bob Hendry, the GM 
executive brought in last 
year to turn Saab around, 
said the company would 
return to profit in the fourth 
quarter of next year and 
make a full-year profit 
in 1999. 

Saab has invested heavily 
in pre-launch testing and 
quality control measures to 
ensure the 95 is not prone to 
the multitude of small faults 
which plagued early ver- 
sions of the remodelled 900 
mid-sized car after its launch 
in 1993. 
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industrial division rose 16 
per cent to Pta292bn, with 44 
per cent coming from 
abroad, compared with 35 
per cant two years earlier. In 
the first quarter of this year 
this pr o portion grew to 4&5 
per cent 

Its foreign investment has 
gathered pace since 1989, 
when the group set up a 
joint venture in Mexico to 
supply barbecue components 
for the US market in 
response to an adverse pese- 
ta-US dollar exchange rate 
which was damag ing its 
export business from Spain. 

This was followed by semi- 
conductors in Thailand, com- 
puter systems in France, 
coaches in China, washing 
ma chines and gas boilers in 
Egypt, components in the 
Netherlands and refrigera- 
tors in Morocco. 

Since last year, the group 
has added a controlling 
stake in the Argentine 
refrigerator company 


McLean, with three plants; a 
second joint venture by its 
lrizar flna rih.'h i-MH/Hwg unit in 
Morocco; a Chinese automa- 
tion project and a foothold in 
central Europe through 
Zerco, a Czech components 
subsidiary. 

I ts KrosM distribution 
arm, which grew out of a 
consumer co-operative, 
has become the only Spanish 
food retailer to establish a 
presence in France, where it 
runs three hypermarkets 
and 17 supermarkets with 
the French company Pro- 
mod£s. It is now looking for 
a partner to create a Spain- 
based group Of in ternational 
dimensions in response to 
the trend towards concentra- 
tion in the European retail 
sector. 

It aims to boost total sales 
to Ptal.lOObn by 2000, invest- 
ing some Pta2l4bn and creat- 
ing 8,800 jobs. Up to half, 
according to Mr Antonio 


Cancel o, MCC chairman, 
may be outside its home 
Basque region and neigh- 
bouring Navarre. 

The group has spent sev- 
eral years considering a 
scheme to channel stock 
market funds Into otiating 
co-operatives and new busi- 
ness vent ur es, but Mr Can- 
celo says the plans are still 
“not ripe”. 

Its financial muscle has 
been boosted by rising prof- 
its, which Mr Cancelo attri- 
butes mainly to improved 

Pre-tax “surpluses” rose 33 
per cent last year to 
Pta35.89bn. The bulk - 
Pta25.63bn - goes to 
strengthening reserves; the 
remainder is earmarked far 
fsnr an education pro- 
motion ftmH and the equiva- 
lent of div idends, paid into 
accounts which employee- 
members set up when they 
join. 

Managers admit that 
investment outside Spain 
caused some nritiai “perplex- 
ity” among co-operative 
members, but see the vol- 
ume of foreign-generated 
sales multiplying over the 
next few years. 

They also argue that their 
co-operative system cannot 
easily be transplanted, 
partly because it grew organ- 
ically In a particular society 
at a particular period. “We 
are not even sure it would 
have worked if it had started 
in Spain today rather than 
back in the 1950s,” says one. 

David White 


EUROPEAN NEWS DIGEST 


NordLB details 
BGB alliance 

Norddeutsche Landesbank, one of Germany's larger 
regional state banks, said yesterday it expected the 
groundwork for an alliance with Bankgesellschaft Berlin 
(BGB) to be completed by the end of this year. This would 
enable the the two institutions to begin joint operations 
next spring. 

Mr Manfred Bodin. NordLB chairman, said a decision 
an the awarding of a contract for the evaluation of both 
hawfc? which have combined balance sheet assets of 
DM568bn ($32&5bn) f was expected next week. An 

independent evaluation clearance for an alliance is also 

needed from the four states winch own the two banks. 
NordLB is owned by the states of Lower Saxony, 
Mecklenburg-Vorpommern and Saxony-Anhah. The City 
of Berlin owns tiie majority of BGB. The alliance involves 
NordLB brought under BGB, which already owns 

three banks in Berlin oper ating in the retail, savings and 
mortgage sectors. NordLB’s existing owners would take 
stakes in BGB and tbo newly-created institution would 
have its headquarters in both Hanover and Berlin. 

NordLB's investment bonking , foreign activities and 
lur ge customer bu siness operations would be transferred 
to BGB. Otherwise. Mr Bodin said. NordLB would remain 
a separate institution and continue to operate a local 
savings bank network as well as fulfilling Its present role 
as regional government house bank. 

In 1996, NordLB’s balance sheet assets rose 9.9 per cent 
to DM229bn. Net interest income increased 3.1 per cent to 
DML68bn. while commission income increased 14.1 per 
cent to DM253m. Profils before provisions rose 4.9 per 
cent to DM842m. Frederick StOdemarm , Hanover 

Alpinvest looks to expand 

Alpinvest Bolding , the Dutch venture capital group due to 
be lannrhnd on tiie Amsterdam Stock Exchange 
tomorrow, is seeking expansion in underdeveloped 
European markets to tackle growing competition from 
banks and foreign groups. Lead manager ABN Amro has 
set the indicative price for Alpinvest ’s initial public 
o f fer in g at between FI 2&50 and FI 30, implying a market 
capitalisation of up to FI L02bn ($525m). 

Alpinvest last year reported net profits of FI 88m. It 
specialises in medium-sized investments, management 
btxy-OUtS »nd TntwMTiine financ e. 

In its p reliminar y prospectus, the company said it 
planned to cover the European Union through further 


alliances such as those with Candover in the UK and 


France’s Alpha. Mr Stan Vermeulen, Alpinvest f-bairman, 
predicted that continental Europe's private equity market 
would grow by an animal 1920 per cent in the coining 
yean. The current wave of restructurings, privatisations 
and spin-offs by large companies in several European 
countries creates an enormous market for us,” he said. 

Alpinvest was bom from a merger between two smaller 
groups in 1991, and is still 30 per cent owned by the Dutch 
government The state, however, will divest its stake 
through the IPO. ABN Amro, which holds 4&5 per cent of 
Alpinvest, wants to cut its stake to 25-33 per cent 

Mr Simon Bamasconi, of ABN Amro’s equity markets 
unit in Amsterdam, said Alpin vest's European network 
made it “more or less unique”. But Mr Roel Gooskens. 
analyst at Van Meer James Capel in Amsterdam, was 
more sceptical. The current shareholders are probably 
selling because they feel that the market has gone over 
the hm, " he said. “There is too much money floating 
around the European market and not enough investment 
opportunities.” Barbara Strut, Amsterdam 
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COMPANIES AND FINANCE: EUROPE 


Investor anger hits Italian telecoms shares 


By Paul Betts in M33R 

Shares in Stet and Telecom 
Italia, the two Italian tele- 
coms groups to be merged 
and privatised this year, yes- 
terday fell sharply as inves- 
tors reacted angrily to the 
Treasury’s decision not to 
convert their savings shares 
Into ordinary voting shares. 

Stet and Telecom Italia 
savings shares both fell by 
about 15 per cent on the 
Milan bourse in hectic trad- 
ing, with the stock repeat- 
edly suspended because of 
excessive sell orders. 


At one stage, the savings - 
or non-voting - shares lost 
as much as IS per cent, with 
$tet trading at L5.600 and 
Telecom Italia falling to a 
low of L3.1O0. Stet dosed at 
L5.676 and Telecom Italia at 
TAjsag. 

The fails in the savings 
shares also dragged down 
Stet and Telecom Italia ordi- 
nary shares, which lost 
nearly 2 per cent during the 
day. However, they recov- 
ered later to dose at L&546. 

up L32, and L4.637, up .1/13, 

respectively. 

The violent market reac- 


tion reflected investors* 
anger at having been wrong- 
footed over whether the 
savings shares could be 
converted into ordinary 
shares at the time of the 
merger. 

Savings shares, which 

carry a higher dividend 
yield, have traditionally 
traded at a discount to ordi- 
nary voting shaiy; in Italy. 
Conversion would have pro- 
vided investors with an 
attractive gain. 

The Treasury has never 
indicated it would approve 
conversion, but most inves- 


tors assumed it would stick 
to the policy it adopted on 
the earlier privatisations of 
Banca Commerdale Italians 
and Credito Italiano. 

Some Institutional inves- 
tors yesterday blamed the 
Treasury for falling to say it 
was not considering conver- 
sion for the Stet and Tele- 
com Italia savings shares. 
However, other market play- 
ers said investors had simply 
speculated wrongly and been 
caught off-guard by the Trea- 
sury. 

Stet and Telecom Italia are 
due to merge in the coming 


weeks as a first step is the 
privatisation of the new 
Telecom Italia group later 
this year. The process 
includes the exchange of 
Stet and Telecom Italia 
shares, for new Telecom 
Italia ordinary and savings 
shares. 

The Treasury's decision 
not to convert fixe savings 
shar es faitn ordinary shares 
appears to have been 
prompted by the tact that 
conversion would have fur- 
ther diluted the Treasury's 
stake in the merged telec ams 
group. 


The merger will already 
see the Treasury’s stake Call 
to 41.7 pa - cent and conver- 
sion would have further 
diluted hs stake, to about 32 
percent 

The centre-left administra- 
tion of Mr Romano Prodl has 
faced strong political opposi- 
tion over the Stab-Telecom 
Italia privatisation and won 
support for the aell-off from 
the Refounded Communists 
- on whose support the gov- 
ernment relies - only after 
agreeing to introduce a 
“golden share" giving it a 
veto on important de ci si o ns. 


Tag 

Heiier 

rejigs 

board 

By Wa&am Hall in Zurich 

Mr Robert Louis-Dreyfus, 
who masterminded the stock 
market flotation of Adidas, 
the German sportswear com- 
pany. is to take over as 
chairman of Tag Heuer, the 
Swiss watch company whose 
shares have underperformed 
the stock market since its 
autumn flotation. 

Mr Louis-Dreyfus, 51, for- 
mer chief executive of Saat- 
chi & Saatchi, the UK adver- 
tising agency, replaces Mr 
Richard Hanson. 40, an exec- 
utive with Doughty Hanson, 
the UK venture capital firm 
and Tag Heuer’s biggest 
shareholder at the time of 
September’s SFr614m 
($423m) initial public offer- 
ing. 

Mr Hanson remains a 
member of the board, but Mr 
Nigel Doughty, Doughty 
Hanson chief executive, and 
Mr Ken Terry, a partner in 
Doughty Hanson, have 
resigned. 

Mr Claude Frey, 54, a 
Swiss member of parliament 
from Neuchatel, home of Tag 
Heuer’s headquarters, has 
also been appointed a direc- 
tor. The company is also 
looking for a financial figure 
to strengthen its board. 

Doughty Hanson, one of 
the more secretive venture 
capitalist firms, Salomon 
Brothers and SBC Warburg 
- the global co-ordinators for 
the issue - were criticised 
for rushing through one of 
the biggest IPOs in Swiss 
history without properly pre- 
paring Tag Heuer. 

The presence of Mr Han- 
son as chairman led to some 
investor concerns about pos- 
sible conflicts of interest, as 
Doughty Hanson sold a sub- 
stantial number of shares in 
the IPO. 

Mr Christian Viros, Tag 
Heuer chief executive, said 
yesterday the company had 
not had enough time to 
appoint outside directors to 
its board before the IPO, 
which had been pushed 
through “at the behest of 
Doughty Hanson". 

Tag Heuer’s shares, which 
were priced at SFr245, fell 
sharply after the IPO. They 
have fallen 8 per cent this 
year, despite a rise of more 
than one third in the Swiss 
stock market. Yesterday, 
they rose SFrl to SFr200. 

Mr Louis-Dreyfus, who has 
overseen a remarkable turn- 
round in the fortunes of Adi- 
das, is not expected to 
become a big shareholder in 
Tag Heuer. 


Stet and OTE secure Serbian deal 


By Guy Dinmore in Belgrade 
and Kerin Hope in Athens 

Serbia yesterday clinched its 
biggest foreign investment 
deal by selling 49 per cent of 
state-owned Telecom Serbia 
to Stet, the Italian telec o ms 
group, and OTE, the Greek 
telecoms group, for 
DML568bn (S907m). 

Officials said Stet would 
take 29 per cent and OTE 20 
per cent, with an option for 
the Greek state-controlled 
operator to buy a farther 
4 per cent from Stet 

The Serbian government 
will hand over day-to-day 
management of Telecom 
Serbia but retain a “golden 
share", giving it a veto over 
important decisions. Stet 
said it would hold what it 
called a “sub-golden share", 
giving it the casting vote on 
the board of governors. 

For the socialist govern- 
ment of Serbia's President 
Slobodan Milosevic, the deal 
provides much-needed cash 
for the debt-laden economy. 
Local analysts said part of 
the money would be used to 
meet several months of 
unpaid wages owed to public 
sector workers- Serbia faces 
parliamentary and presiden- 
tial elections this year and 
needs an injection of money 
to avert industrial unrest, 
they said. 

Stet and OTE are to pay 80 
per cent of the DML568bn 
immediately after signing 
the contract and the rest by 
early next year. 

As part of the deal, Stet 
and OTE will have an eight- 
year monopoly on fixed tele- 
phone systems and a 20-year 



President Milosevic with Stet's Tomaso Tomassi di Vignano (centre) and OTE’s Demetrios Papulias (right) yesterday 


GSM mobile telephony 
licence, valued at DM3 25m, 
in what would be Serbia’s 
second cellular network. 

Serbia’s BK group, which 
was granted a 20-year exclu- 
sive right over mobile tele- 
phones in an ea rlier deal 
with the Serbian PIT, has 
threatened court action over 
what it sees as a breach of 
contract. 

Yesterday's signing repre- 
sents a breakthrough for 


Stet in eastern Europe after 
its lailure in open tenders to 
buy into f><? ch and Hungar- 
ian teiecnm« operators. 

The deal marks OTE’s first 
strategic alliance outside 
Greece and reflects close 
political and economic ties 
between Greece and Serbia. 
The Greek operator is keen 
to expand into south-eastern 
Europe, but acknowledges it 
the Tnanag a mwit expe- 
rience to enter foreign mar- 


kets without a wes t ern Euro- 
pean partn er. 

A senior OTE official said 
the Serbian telecoms market 
offered “tremendous poten- 
tial for growth as the econ- 
omy recovers, because only 
5 per cent of the network has 
bear digitalised so ter”. 

Stet plans to double the 
number of lines to more 
than 4m and replace lm 
existing lines by 2006. By 
that time revalues are fore- 


cast to have tripled and prof- 
its to have doubled. 

According to offi cial fig- 
ures, Serbia’s PTT, which 
includes T e l eco m Serbia »nd 
the loss-making postal divi- 
sion, achieved a profit of 
*2S-2m in 1995. Independent 
economists warned that the 
figures were nTuwwWad. 

The Serbian side was 
advised by NatWest Markets; 
Stet by UBS; and OTE by 
BZW and Ionian Finance. 


Change of heart at Credit F oncier 


A stark, modern glass 
table has been 
installed in the mid- 
dle of the classically- 
firrnished office’ of the head 
of Crfidit Fonder de France, 
the specialist property lend- 
ing institution. 

It is one of the more super- 
ficial changes since Mr J6r- 
6me Meyssonnier was 
appointed “governor" by the 
state at the start of last year 
to take charge of an institu- 
tion on the brink of collapse. 

After a programme of cost- 
cutting and diversification 
over the last few months. 
Credit Fonder has finalised 
a 70-page information memo- 
randum to be sent to pro- 
spective investors or acquir- 
ers. It just requires approval 
from ministers - a process 
which has been delayed by 
the change of gover nment. 

The new plans seem far 
removed from the crisis pre- 
cipitated in late 1995 by the 


government's decision to 
cancel its PAP low-income 
housing loan programme, 
which had provided the life- 
blood of Credit Fonder. 

That led to a sharp drop in 
the group’s credit ratings, a 
funding crisis, and the 
appointment of Mr Meysson- 
nier. who made provisions 
which dragged the bank into 
losses of FFrl0.gbn ($L85bn) 
for 1996, wiping out share- 
holders’ funds. 

Last summer there was an 
unprecedented state take- 
over of Credit Fonder - a 
quoted company but with 
top directors appointed by 
the state - and at the start 
of the year Mr Meyssonnier 
was held in his office for a 
week by employees afraid 
that they would shortly be 
out of jobs. 

Many former and present 
executives, as well as more 
junior staff, are convinced 
that the government wanted 


simply to shut Crfdit Fon- 
der. Certainly, the govern- 
ment appeared unreceptive 
to buyers, and Mr Meysson- 
nier made no secret of his 
.opposition to its proposed 
alternative - to transfer 
many of Credit Fourier's 
activities to a rival mutualist 
home-loan organisation, 
Credit Imm nhflier de Franca 

But there appears to have 
been a change of heart by 
the state. Deutsche Motgan 
Grenfell, the investment 
bank, has been hired to help 
work on restructuring and 
survival plans. 

Mr Meyssonnier says he is 
now working “hand in hand” 
with the state to find new 
shareholders, and that “four 
or five” potential buyers 
have already asked for the 

He stresses that the group 
is in line with its business 
plan to develop profitable 
business, to sell assets, 


reduce costs and to shed 
non-essential activities. 

He adds that all options - 
including a single investor, 
or several different share- 
holders working together - 
are open to consideration, 
and stresses that the deci- 
sion lies with the state, as 
the controlling shareholder. 

P rice, he suggests, will 
not be a decisive fac- 
tor. He argues there 
needs to be a capital injec- 
tion of FFr2.5bn-FFr3bn to 
raise Crddit Fourier's sol- 
vency ratio to international 
norms. A further FFi25bn - 
plus a commission of per- 
haps 4 per cent interest on 
this - will be needed to com- 
pensate the Caisse des 
Dfepdts, the state-controlled 
institution which funded the 
takeover last year. 

To pay any more would 
enrage shareholders, who 
received just FFr70 a share 


during the takeover after 
watching the value of their 
investment fall more than 
fourfold over the previous 
few months. Instead, Mr 
Meyssonnier wants to see 
the choice of a buyer for 
Credit Fonder made cm the 
basis of the strategicplan for 
the future of the bank. 

He remains particularly 
attached to several areas of 
activity, including housing 
loans; property valuations; 
and management of high 
quality buildings. 

A competitor argues more 
harshly; “If you buy. CWdit 
Fonder, you buy problems.” 

The next few months 
should reveal who is right - 
and whether Mr Meysson- 
nier has been able to do 
more than rearrange the fur- 
niture in his effort to create 
an institution of interest to 
potential investors. 

Andrew Jack 


EUROPEAN NEWS DIGEST 


EDS and FNB 
sign R1.5bn deal 

EDS, the US computer resources company, has sijswd a 
10 -year deal to take over the cheque processing anu 
back-office book-keeping of First National Hank ol souui 
Africa. Hie Rl-5bn (3335m) contract b the 
outsourcing deal yet signed in South Africa and -J*> • 

new trend among the country’s tanks of trawfcrruw 
day-to-day, generic banking activities to special!- u 

It follows a derision in September by Standard lUnk tu 
appoint EDS to run its credit card operations in -i 
worth niy> Sage, the insurance group, has sume« a 
similar contract, due to be announced this work, 
outsourcing management of its information tecta oId£ to 
EDS. The trend is driven by competition among Mauh 
African banks, which are vying to reduce costs to uciw 
60 per cent of operating income by 2HJ0. 

Mr Vlv Bartlett, FNB managing director, said Ulw ‘ 
was “a dramatic step” which would enable tin? bank to 
focus on core activities, “to modem banking, certain 
systems and processes arc critical hut not stnutglc. 
Cheque processing is a factory operation, he swl About 
550 FNB staff will be transferred to EDS as pari of Uh 
deal which - as with the Standard Bank contract - 
guarantees job security for the bank’s staff. 

Outsourcing is gaining popularity among South Arnuin 
as a means of improving the antiquated 
systems, poor service standards and overstaffing that urr 
a legacy cf the country's isolation. In the past two years. 
EDS had signed more such deals in South Africa llian^ 
anywhere the group operates. “We buy the legacy , we 
buy out the costs, take them over and rebuild these 
operations in EDS. The changing or the staff culture is 
our responsibility." said Mr James Fitzgerald, manaclUR 
director of EDS Africa. Mark Ashursi. .hthatincshurj 

Kemira operating profit falls 

Kamira, the Finnish chemicals group, yesterday 

announced a sharp fall in operating profit tor the tirst 
four mouths or this year, despite increased sales. The 
group said three of its four ilivisions had been hit hy 
falling prices for some products. 

Kemira made a profit of F.\M73m on sales of 

FM5.129bn, compared with a profit for January to April 
last year of FM626m on sales of BltitShn. Earnings per 
share fell from FM2.8 to KM3. The pigments division 
suffered most. It incurred a loss of KXHKn. compand with 
a profit of FM22m. Kemira blamed the decline on the 
continuing low price of the white pigment titanium 
dioxide. But profits for tin* diemicals and fertiliser 
businesses also declined, falling FMlSm anil KMlWtn 
respectively to FMUt2m and PMAKfcn. Kemira said the 
price of hydrogen peroxide, manufactured hy the 
c frprnic nte division, was about a third below the level of 
the same time last year. Only Tikkurila, the colour 
processing unit, showed improved results. Its operating 
profit increased FM39m to FM£Gm. 

Although the company said its full-year result would ho 
“good, but below last year's record level", one analyst 
sounded a more sceptical note. “All in all, 1 wouldn't have 
said the outlook for Kciniru looks very bright at his 
stage,” said Mr Lucas Herrmann, a ctiemiculs analyst for 
NatWest Securities. Michael Perl. Umdon 

Retevision bids down to two 

Germany’s Mannrsmann yesterday narrowed the field of 
potential purchasers of Retevision. Spain's second 
telecoms operator, to two groups when it failed to deliver 
a bid for the company. One group is led by Banco Central 
Hispano (BCH1. the big domestic retail bank, and is 
backed by France Telecom and Sprint of the US. The 
other is jointly led by Italy’s Stet and Endesa, the 
state-controlled power group and Spain's dominant 
electricity generator. 

The competing sealed cash hids for Retevision. which is 
due to commence competing with Telefonica, the natiimul 
operator, before the und of this year, are due to be 
disclosed today. The winner or the tender for will be 
announced within two months, after the board appointed 
by the government to rule un the second operator has 
examined the investment strategies aud technology 
commitments of Rete vision's potential buyers. 

The government has invited bids for 60 per cent of 
Retevisi6n with a minimum price of Pta4n.6bn ($312-ftn) 
and the purchaser will subsequently underwrite a capital 
increase that will take its shareholding up to 70 per cent 
Over the next five years Retevision. which at present 
transmits TV signals, is due to invest at least Pta200bn tu 
develop nationwide fixed telephony services. 

Tom Rums, Madrid 

Gazprom’s second ADS issue 

Gazprom is to offer a second round of American 
Depositary Shares in early 1998, according to Mr Eduard 
Ivanov, head of the Russian gas company's securities 
operation. The offering, which follows moves to stamp out 
the Moscow “grey market" in shares for foreign buyers, 
gives foreign investors a link to underlying Gazprom 
shares. Foreign ownership of Gazprom is limited to 9 per 
cent of its equity. In its first ADS last November, 

Gazprom also became the first Russian company to be 
listed on an international exchange, The gas giant is to - 
issue an estimated Sibn in international bonds late this 
year or in early 1998. Its ADS shares were issued at $15.75 
last October. Edvard Luce, London 
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The International Group of FIA Companies 



Lard Amorous cf«umsurG,C3. C.Y0 

Rod Standee President of International FIA Holdings t -mrirM, on behalf of the International Group of 
FIA Companies worldwide, is pleased to aunoaac e the following a p po intmen t: 

Effective June 1. 1997, Lord Armstrong of flmmsier becomes Ch&innan of Forensic Investigative 
Associates PLC (London, England). Chairman of FIA (Cyprus) Limned in Nicosia, and Director of 
Fbrcnsic Investigative Associnies Inc. (Toronto, Canada). Lord Armstrong has had a distinguished career 
in the British Crvil Service where he progressively served for twenty years in the Treasury; as Principal 
Private Secretary to two Prime Ministers; Deputy Under Secretary of State in charge of the Police 
Depaumem and subsequently Be munmu Under Secretary of State at the Home Office. Secretary of the 
Cabinet and Head of rfae Home Qvfl Service. He re tir ed from the Civil Service in 1987 and has tin™- 
served as a non-executive director of several multi -national congunies and not-for-profit organisations. 
The International Group of FIA Companies brings together highly experienced forensic investigators add 
problem-sd vets from around die world. FIA offers a complete range of investigative, crisis management, 
global intelli gen c e , forensic document examination and document management services to clients 
woddwide. Offices are located in the Bahamas. Canada. Cyprus, fiance, the United Kingdom and the 
United States. 

Forensic Investigative Associates PLC 
1st Floor, 76 Shoe Lane, London EC4A3JB 
Phone: *44 (0) 171 583 6660 Fan +44 (0) 171 5S3 1U0 
Web site: wwJia-fbrensicxoin 


NOTICE 

TO THEHOLPERS OF 

Te lecom Argentina 
STET-France 
Telecom S.A. 

10^200^00,000,000 

Medium-Term Notes 
Series B 

doe June 27, 1997 
CUSIP No. 879273 AC4 
CINS No. P902SNAC5 

NOTICE IS HEREBY 
GIVEN that for the interest pe- 
riod December 27, 1996 to June 
77, 1997 the Scries B Notes will 
bear interest ataraeuf9 .85933% 
per annum. Interest payable on 
June 27. 1997 will amount to 
IlL. 249.22321 6666 per IlL 5.000 
Note. 

On June 27. 1997. the Com- 

psiy shall also pay the aggre- 
gate principal amount of die out- 
standing Series B Notes eqtnva. 
fan to UL 197X5 ,000,000. 

First Trust of New York. 
National Association, as paying 
agent wilt make die interest pay. 
merit an such date to fa person 
in whose name die Scries B Notes 
are registered as die end of (he 
fifteenth day next preceding the 
June 27, 1997 interest payment 
date. 

TfeLECOM ArGCTOiA 
Stct-Fjukce Telecom SA. 
Datedi June 10, 1997 
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Kingdom of Norway 
U.S. $200,000^)00 
Floating Rate Note* due 
December 2002 
ft* the Interest P«*»l 9lh 
June, IW7 to 8th [Vcnohrt, 
1**? rfa NreowilLanva Rare 
*4 Iwrttst •*' VilllM’V per 
Mmum *«h Coupon Amount* 
l! S. $144-46 pet U.S. 
$5AV0wJll.S. S.\SNI?prt 
UU. SliVjXHX Thr teh-vani 
Interest Rtvmnu IW «iH he 
8th 1 Vccmhet, WJ. 
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COMPANIES AND FINANCE: UK 


Unigate seeks acquisitions (Mister Minit 


By Afison Maitland 

Unigate is looking for 
further acquisitions after 
completing its reshaping as 
a fresh food and distribution 
Cttmp, reducing its depen* 
dence on milk and dairy 
products. 

Unveiling a slightly better 
than expected 3.4 per cent 
rise in annual pre-tax profits 
before exceptional items to 
£129. 6m (g2njzm), Mr Ian 
Martin, chairman, said the 
group was interested in busi- 
nesses in the UK and abroad. 

He group had net cash of 


nearly £188m on March 31 , 
UP from £171m a year ear- 
lier. The restructuring of the 
group since 1990 has 
involved about £lbn of 
acquisitions and disposals. 
So far it has not made a pur- 
chase of more Hym £15Qm. 

Meanwhile, a sale of the 
dairy business was not ruled 
out. Margins are under 
heavy pressure from falling 
butter and mitt powder 
prices and competition in 
supermarket milk sales. 

But Mr Ross Buekland, 
chief executive, said dairy 
was still important. “We 


have a valuable business 
that over time we believe 
will become more valuable” 

Mr Michael Boirrke, food 
analyst at Panmnre Gordon, 
said: “It’s all a question of 
price. The dairy business is 
not a sacred cow.” 

Mr Buekland said fresh 
foods now contributed 51 per 
cent of group profits, com- 
pared with 16 per cent five 
years ago. Unigate spent 
ElOlm an food acquisitions 
during the year, including 
the £79m purchase erf Kraft’s 
European margarine and 
spreads business. 


Strong growth from fresh 
foods offset a slump in dairy 
profits to leave pre-cxcep- 
tional profits from continu- 
ing operations 16 per cent 
higher at £l24£m, on sales 
op 13 per cent to £2.4bn. 

Sales at the Malton pig- 
meat business nearly dou- 
bled to £7Q6m, following 
acquisitions. Underlying 
sales grew 26 per cent, 
thanks to extra capacity. 

The dairy business was hit 
by a £12m shortfall from 
lower European butter and 
m il k powder prices, exacer- 
bated by the strong pound. 


bought by 
UBS Capital 


Breakaway sales 
lift Eurocamp 


By Tim Burt 

Rising sales of short break 
holidays and steady book- 
ings for camping destina- 
tions in France helped Euro- 
camp to announce reduced 
first-half losses yesterday. 

The package holiday com- 
pany, which traditionally 
makes all its profits in the 
second half, said pre-tax 
losses had fallen from fifi-Sm 
($S.47m) to £4.66m on 
increased sales of £l6.Gm 
(£14. 7Ul) in the Six months to 
April 30. 

Mr Richard Atkinson, 
chief executive, said the 
losses had been contained by 
a 12 per cent increase in 
sales of its Superbreak and 
Goldenrail hotel breaks, 
while occupancy at camp- 
sites had risen 7 per cent. 

Although he declined to 
reveal the exact sales figures 
for either the short breaks or 
camping businesses, Mr 
Atkinson said the prospects 
for the current year were 
encouraging compared with 
the flat performance last 
time. 

Industry analysts believe 


RESULTS 


the strengthening pound and 
tighter financial controls 
could help lift pre-tax profits 
to about £llm this year, 
against £9J27m for the 12 
months to October 3L 

He group has reduced the 
number of campsites from 
315 to 252 in an attempt to 
match capacity more closely 
to demand, and has cut com- 
mission costs by switching 
from multiple travel agen- 
cies to independent agents. 

It has also begun seeking a 
possible third leg to offset 
the cyclicality of the camp- 
ing and short break markets. 

Some analysts, however, 
claim the company's rela- 
tively weak balance sheet 
makes an acquisition 
unlikely in the short term.' 

Eurocamp spent a total of 
£21m on Superbreak two 
years ago and last year 
acquired Its German and 
Dutch agencies for £10m. 

That left the group with 
borrowings of £L4m and net 
liabilities of £L3m at the mid 
of the first half. Year end 
borrowings are expected to 
fall to about £4m. equivalent 
to gearing of 65-70 per cent 



By Charts Grosser 

A publicity-shy American is 
set to receive a multi-million 
dollar payment fr i™ arfiing 
the world's hugest shoe 
repair and key-cutting busi- 
ness to the UBS banking 
group. 

The sale price for the Mis- 
ter Minit group was not dis- 
closed yesterday, but the 
company -reported sales of 
£3 00m <$4S9m) in 1996. Its 
profits have not been dis- 
closed. 

Mr Donald Hfllsdon Ryan, 
believed to be in his early 
70s, started the group in 
1957, when he could not find 
a shop to repair his wife's 
stiHetos. 

The group has its head- 
quarters in Belgium, where 
Mr HDlsdon Ryan had been 
working for Procter & Gam- 
ble. Mister Minit operates 
through 3,800 shops in 26 
countries, including most of 
Europe and the Far East. 

The business is being 
bought by the private equity 
arm of UBS, UBS Capital. 

Mr Ian ffiAdaT? . e x ec utiv e 
director at UBS, and Mr 
Edwin Richards, UBS direc- 


tor. will join the Mister 
Minit board as non-executive 
directors. Mr Siddall will 
chair the business In the 
short term. In addition to a 
chairman, the company will 
seek a new chief 
executive. 

UBS hopes to float the 
company in three to five 
years, with a listing in 
Amsterdam or London. It 
plans to streamline the oper- 
ating divisions erf the com- 
pany and simplify its legal 
structure. 

Services, such as personal- 
ising gifts with engravings 
or embroidering, will be 
expanded, Mr Siddall said. 
The company's watch repair 
service might also be devel- 
oped. Mister Minit also pro- 
cesses photographs and 
retails travel goods. 

“Mister Minit has a 
unique, global market posi- 
tion which is under-pinned 
by strong operating manage- 
ment and an exceptional 
portfolio of shop locations.” 
said Mr Siddall. who added 
he had been learning all 
about shoe repairs recently 
and believed it to be “quite a 
skilled art”. 


LEX COMMENT 

BAA 


BAA is a pretty good air- -V-YY'f -T 

port operator, and not a YvCJY 

bad political operator '-stWbrtcB rotative v 
either. He timely account- ;■ ‘"Sr# 

mg change in yesterday's 
results, which conve- . -,-f -jt 

niently depresses earnings mi''---" ' 

at a politically tender ; ’YYY ' V ■! . ■ .•••; 

moment, is a case in point '.rao/V' 1 ■ 

So are clear signs of the f J - . ^j ; 

trashy deal the company T” "M 

recently extracted from its iUVv' - . . .T' : >. 

regulator. Passenger num- / ; , Tu- 
bers are growing faster Y Y - ■ 

than the Monopolies and V- : . t'-.T 

Mergers Commission p i i * v » i t 

assumed; so is retail :m‘ as sea? 

income per passenger. As 
a result the company 

stands a strong chance of delivering the healthy earnings 
growth the market expects. 

But look further out and there is a snag. The MMCs 
purpose was gradually to cut BAA’s returns back to its 
cost of capital - between 6.4 and 83 per cent. Yet the 
market is assuming returns will remain around 10-11 per 
cent In the short term, it may well be right But there are 
two obvious risks. The lesser is that the government 
could take an interest in such a stark case of surplus 
profits. The greater is that, come the next regulatory 
review, the MMC finally delivers on its promise to prune 
returns right down. Even if BAA's capital base were by 
then about £7bn in today's prices, the MMCs suggested 
6.7 per cent return for the next regulatory period implies i 
operating profits not much greater in real terms than I 
they are today. Of course, given BAA’s record of skflful 
regulatory fencing, such an outcome is no certainty. But 
investors can hardly complain if the market starts to fret 
about the risk. 







Oriflame plans Unilever sells 
overseas focus Nordsee chain 
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Richard Atkinson (left) and Angus Criehton-Miller, 
chairman of Eurocamp, said prospects were promising 
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By Virginia March 

O riflam e intMTutirniBi fho 
Sweden-based door-to-door 
cosmetics group, said yester- 
day it expected that India 
and BrazO, where it had just 
started sales, would become 
its hugest markets in terms 
of turnover and profits. 

Mr Robert af Jochnick, 
chairman, said sales were 
going so well in India that 
the company would have to 
decide within six months 
whether to proceed with a 
£15m ($24-5m) greenfield 
plant there. 

It had already spent £4m 
over four years establishing 
itself in the country and set- 
ting up a dis t ribution net- 
work. Nationwide sales 
began last December and 
the venture would contrib- 


ute to group profits this 
year. 

Oriflame — w hich d eci d e d 
to focus on the Indian mar- 
ket hi the early 1990s when 
its competitors were expand- 
ing into ITiina — Haims tO 
be tike co uu tr y's first foreign 
direct setter. It Is being fal- 
lowed into the market by 
Avon and Revlon. 

Mr af Jochnick said sales 
had begun in March in Bra- 
zil and would also start in 
Colombia. Egypt, Morocco 
and Sri T-anlra this year. 

The expansion had wiped 
£2.5*8 off last year’s operat- 
ing profits, which woo flat 
at £15.9m. Gearing 
remained at 5B per cent. 

Pre-tax profits rose 7.5 per 
cent to £21. 4m (£l9.9m), on 
sales up slightly at £9L3m 
(£90. 8m). 


By Ross Tinman 

Unilever yesterday sold its 
German mid Austrian fish 
resta u rants and fish whole- 
sale operation to Apax Part- 
ners, the venture capital 
fund, for an undisclosed 
sum. 

He disposal Is part of a 
reshaping by co-chairmen, 
Mr Niall ' F t t g gwraid and Mr 
Morris Tabaksblatt, to focus 
the Anglo-Dutch foods and 
household products group an 
businesses that can be devel- 
oped worldwide. 

He sale of Nordsee, with 
annnal sales last year of 
DMLlbn ($830bn), follows an 
agreement to sell the group's 
speciality chemicals manu- 
facturing operation to Impe- 
rial Chemical Industries for 
$8tm. 


Nordsee is the second larg- 
est fast-food drain in Ger- 
many, with 276 restaurants, 
and a farther 31 outlets in 
Austria. More than half the 
restaurants have an associ- 
ated shop selling fresh fish 
and seafood products. 

These outlets are under- 
pinned by a wholesale busi- 
ness which generates about 
half of Nordsee sales. Oper- 
ating from 31 depots in Ger- 
many and three in Austria, 
Nordsee wholesale supplies 
fresh fish to retailers, hotels, 
restaurants and institutional 
c a t e rers. 

Unil ever declined to reveal 
the price paid for Nordsee, 
but Apax Partners is under- 
stood to be providing about 
DMSOOm to purchase the 
business and ensure it has 
adequate working capital. 


Christian Salvesen advances 7% 


Earnings stave baste. Dividends staff] net Rflures h brackets are for cmespondtog period. 4 Afar awep t lo n at ctage. f Altar exceptferai credit. | 0 n increased capital 
^Second interim of 6 . 4 p to fcu of find ateady paid. ^Adjusted fcr ritfta issue. §Second Marta. -fPro fonna. fcOxterm Assign hccraa dMdend efcnM $Aira stock. $ 
tosb currency. ★ThW interim, making 5 £ 5 p so tor. 


By Charts Grosser 

Mr Chris Masters, chief 
executive of the logistics and 
specialist fane group Chris- 
tian Salvesen, said be still 
believed his board was justi- 
fied in refusing to recom- 
mend Hay’s takeover pro- 
posal of 890p a share last 
August 

Since then, Christian Salv- 
esen shares have slumped 42 


per cent. They were 
unchanged yesterday at 
236Vip, as the company 
unveiled a 7.4 per cent rise 
in annual pr ofits before tax 
and exceptional to £83.4m 
($135.94) on turnover of 
£746 -Srn (£70Qxn>. 

The company's strategy to 
demerge its specialist plant 
business, Aggreko from the 
company's logistics busi- 
ness. would, Mr Masters 


said, deliver “superior 
value” to share holders and 
should be complete by Sep- 
tember. 

Analysts were deeply criti- 
cal of the company's rejec- 
tion of Hay's approach, how- 
ever. and expressed some 
scepticism over whether the 
demerger would actually 
boost returns to sharehold- 
ers. 

Aggreko, which provides 


temporary power gener at or s 
to a range of industries, from 
mining to TV link-ups. 
pushed up operating profits 
by 25.1 per cent to £38 An on 
turnover of £l65.4m. 

Group pre-tax profits were 
£85.9m, after £3J3m of excep- 
tional charges for dealing 
with the Hays approach and 
in paying the special divi- 
dends, and a £5. 8m excep- 
tional profit on disposal 


Investing in growth. Investing in Britain. 
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towtlug In cust o m e r s- 
Nearly 100 million passengas b vseA our 
Improved airports during the yeat 
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Investing in rail 

BAA to spending £600 xnJffinn on rail projects, 
tndnding Heathrow Express. 

1 

Investing in safety and security 

BAA spent £200 miffion last year on safety 
and security. 

hreacting in ahpoxte 

BAA is speodfog aronnd £1.4 nnDfon a 
day to give the UK airports to be proud oL 


Investing In people 

BAAfc activities diiectfy or indirectly result 
ro more than 250,000 jobs. 




BAA invested £496 million In Improving 

fodHties last year -the first step towards 

a programme costing SAA billion over 

10 years. 

In no other country In the world is this 
level of national infrastructure provided 
at no cost to the taxpayer. 

BAA is a company investing for 
growth. Last year, we served a record 98 
million passengers. Traffic increased by 
4.6 per cent. And it is likely to continue to 
grow as more people have the 


opportunity to travel on business or on 
holiday, to visit friends and relatives or to 
share in a wide variety of international 
leisure activity 

lb meet this ever-increasing demand, 
the country needs 2 1st century airport 
facilities, providing high quality 
customer service and m a i n t a inin g the 
highest level of safety and security. And to 
fund the cost of these facilities, including 
the new £440 million Heathrow Express 
rail service, the company needs to be 


profitable. That's why our strong business 
performance in 1996-97 matters. 

Thanks to the outstanding efforts 
of our employees, the loyalty of 
our customers and the support of 
our shareholders, we can continue to do 
what works for both BAA and Britain 
... Invest for growth. 

For a copy of the full BAA Annual 
Report, telephone Q171 932 6654 or write 
to: Corporate & Public Affairs, BAA pic, 
130 Wilton Road. London SW1V 1 LQ. 


HIGHLIGHTS OF THE ' 

YEAR ENDED 31 MARCH 1997 
Revenue £l ,373m 

Operating profit £49 lm 

Profit before tax 

and exceptional items £44 4 m 
Profit before wx* £4Q7m 

Earning per share 
before exceptional Items 32. Op 
Tbtal dividend 12.4p 

UK Passenger numbers 98.0m 

‘MfebrimwiNiiteidbriKBadde 
BAAii policy on apl nHMiiwi ca Interait. 


. np9u6% 
up 10*% 

dp 102% 
dont2M 

op 103% 
np 102% 
op 43% 
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Shaping up for 
the 21st century 
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INTERNATIONAL CAPITAL MARKETS 


Single currency worries hit Europe 


GOVERNMENT EONDS 


By Michael Undemann 
in London and Jam 

Martinson in New York 

European government bond 
prices fell yesterday as wor- 
ries about the planned single 
c urre ncy once again gripped 
the markets. 

Some analysts suggested 
the markets would have 
dropped anyway as profits 
were taken after Friday's 
rally, but any hint of this 
was compounded by com- 
ments from French minis- 
ters about the need to review 
the European monetary 
union stability pact 

“On days like this. yo(L 
certainly don’t want to hold 
Europe,” said Mr Simon 
Briscoe, chief economist at 
Nikko Securities. 

Most analysts expected the 
markets to re main “jittery" 


ahwad of the Pranco-Gennan 
summit this Friday and the 
Amsterdam summit on June 
16-17. 

Ms Phyllis Reed, at BZW, 
said a delay to the single 

currency bad become more 
plausible over the past week, 
hut she suggested a decision 
would be delayed until the 
owri of this year in the hope 
that stronger economic 

growth would help Germany 
and others to meet the Maas- 
tricht treaty’s 3 per cent 
budget deficit target. 

ITALIAN BTPs were hit 
hardest by the worries over 
Emu. The September BTP 
future settled at 129.47, down 
from iso .23. In the mar- 

ket, the spread of BTPs over 
bunds widened nine basis 
points to 153 basis points. 

Analysts warned it could 
get worse. “Italy has been in 
the forefront of Europe’s 
convergence rally in the last 


two years and if Emu opti- 
mism is going to crane apart 
now. the quintessence of 
deconvergence will be 
expressed via outright 
attacks on BTPs a7,rt the 

lira," said Mr David Brown, 

chief European economist at 
Bear Stearns. 

The 10-year BTP/bund 
spread could touch 175 basis 
points “very quickly" if Emu 

was derailed, Mr Brown said. 

SPANISH BONOS began 
weak but found domestic 
support, some of which 
seemed to be anticipating 
strong May inflation data. 
The figures are due for 
release cm Friday. 

The June bono future 
ended lower, settling down 
0-20 at 115.07. The spread 
over bunds widened four 
basis points to 87 basis 
points, having reached 89 
hflffte points. 

Given that French com- 


Sicily raises $1bn via 
special-purpose entity 


INTERNATIONAL BONDS 


By Samer tekandar 
and Edward Luce 

The market took a respite 
yesterday to recover from 
last week’s hectic pace, 
which led to file issuance of 
$i4bn of new bonds in the 
dollar sector alone. 

The session's largest trans- 
action was an issue by 
ROSSINI - a repackaging of 
Sicily’s first international 
fmawring as an autonomous 
region. 

Rossini, a special-purpose 
vehicle set up by Credit Sui- 
sse First Boston. Issued $lbn 
of floating-rate notes offering 

a margin of 45 basis points 

over the London interbank 
offered rate. 

The special entity will 
receive Sicily's fixed-rate 


interest payments on the 
loan, which will be changed 
into floating-rate payments 
to inv estors via a swap with 
CSFP, a sister company of 
CSFB which specialises in 
structured financing. 

Although Sicily is not 
rated by international credit 
rating agencies, its financial 
strength is believed to be in 
the region of lower single-A 
credits or high tripfe-B. 

For investors preferring to 
hold rated paper, CSFB is 
planning to seek a triple-A 
credit insurance policy from 
a specialised institution, 
which will be used to 
enhance the credit of a quar- 
ter to half of the bonds, at 
the cost of a lower yield to 
investors. 

Sicily is one of five Italian 
regions with a special status 
of greater political, adminis- 


trative legislative auton- 
omy. It is also the only 
region with the power to set, 
modify and collect taxes 
directly. Italian law states 
that the region's debt service 
may not exceed one-quarter 
of operating revenues. 

Hie hi gh volume of forth- 
coming redemptions on 
Swiss retai l-type deals per- 
suaded UNTIED PARCEL 
SERVICES to issue a $30fen 
bond targeted at Swiss inves- 
tors. The three-year paper, 
which was priced flat to US 
Treasuries, was lead-man- 
aged by Merrill Lynch and 
TokyolfitsnbishL 

A syndicate official said 
the July 7 payment date 
coincided with the redemp- 
tion of a $2bn Canadian 
bond. A $ibn Toyota baud is 
also due to be redeemed this 
week. “It’s a good time to 


nHm*g were responsible far 
file renewed worries about 
Emu, analysts were sur- 
prised to see FRENCH OATs 
end the day slightly higher 
than Friday's close. The 
June notional future settled 
at 12&56, up from 129.4a 

Observers said domestic 
investors had helped shore 
up the market, even though 
the long end continued to 
taderperfram. 

UK GILTS also fell as trad- 
ers took fright at data show- 
ing a L2 per c«*nt month -on- 

Tn/mfh increase in industrial 
production in April. 

Mr Briscoe, at Nikko. said 
guts also suffered from the 
bearish sentiment about 
Europe, even though many 
analysts have argued that 
gilts should benefit from 
worries about continental 
Eur o p e a n markets. 

Ms Titty Russell, a trader 
at NatWest Markets, said the 


fell In gilts prices was sur- 
prising since investors were 
sitting on an estimated 
£2J3bn following the June 7 
coupon payments. “It’s 
strange that them is no buy- 
ing in t he market.” < r ha nyw 

Hie September tong gilt 
future fell £ to 113ft. 

US TREASURY prices 
were lower at mid-sesslan as 
profit takers came to the 
fore in a light market 

The benchmark 30-year 
note fen % to 97%. yielding 
6302 per cent after stron g 
gams on Friday when key 
unemployment figures were 
released. 

The government had some 
influence cm prices yester- 
day when ft announced file 
cancellation of two 10-year 
auctions in an expansion of 
its inflation-linked pro- 
gramme. Traders bad sot 
expected supply to be so 
curtailed- 


The Treasury announced 
the sale of new five-year 
Index-linked notes in July, 
and said ft plained to sell 
another 10-year index note 
next January. It also 
announced plans for a 
30-year index-linked bond 
sometime next year. 

Traders expected yester- 
day to be quiet, with little 

nenpoTnie data on the calen- 
dar. However, the market 
will pay keen attention to 
the publication of retail sales 
and producer price figures 
later this week. 

They will be used as point- 
ers to the UkeUhood of the 

Federal Reserve’s Open Mar- 
ket Committee lifting inter- 
est rates at its next meeting 
in July. 

The two-year note eased 
ft to 100%. yidding 6213 per 
cent, while file 10-year band 
lost ft to 100ft. yielding 6307 
per cent 


New international bond issues 
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catch continental [European] 
retan liquidity," said a syn- 
dicate member. 

NEW ZEALAND was also 
in search of retail i n v est o r s 
with a five-year $l5Qm offer- 
ing callable after two years. 
Morgan Stanley Dean Witter, 
lead manager, said the com- 
bination of fiie call option 
and attractive swap rates 
allowed the issuer to offer a 
spread of 26 basis points 


over Treasuries, about 20 
basis point s higher than it 
would have been on a con- 
ventional five-year issue by 
New Zealand. 

• 3CTF, the finanrin^ arm of 
property lender Credit 
Immobilier tie France, is 
hoping to double the propor- 
tion of Asian investors in its 
bands to about 30 per cent. 

Last week it launched its 
first euro- Asian bond issue - 


5750m of seven-year floating- 
rate notes. The deal, through 
lead managers CSFB and 
Paribas, was priced at nine 
basis paints over Libor. 

"This is higher than what 
dmiiar credits pay.” said Mr 
Amaud Scuderoni, finance 
director. “In Europe, we 
would have paid seven basis 
points [over Libor]. Bat It is 
normal to pay a premium to 
access a new investor base.” 
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CAPITAL MARKETS NEWS DIGEST 

US to issue more 
index-linked bonds 

The US Treasury is to increase the volume of 
" lnffetio o-iadexed" bonds after the success or its 
experimental operation in February. Mr Lawrence 
Summers, deputy secretary to the Treasury. 

said the Treasury would issue five-year and 30->oar 
maturity bonds after it kicked off with 10 -year paper 
earlier this year. 

Thh is obviously a confident statement by the t-a 
Treasury about the country’s medium-term inffetton 
outlook. If US inflation were suddenly to rise, the cost « 
servicing inflation-indexed bonds would also rise, so tne 
government has an incentive to keep inflation low. saul 
Mr Rob Hayward, economic adviser to Bank of America. 

With just Si5bn Issued so far. the market for 
index-linked Treasury braids is still a fraction of the size 
of the conventional Treasury bond soctra-. Traders mu 
complained that the market is still relatively illiquid* 
which Tricon* that the paper is difficult to trade. By 
isniing Index-linked bonds at different maturities, 
however. Mr Summers hopes to build up a more llquia 
yield curve. „ 

“The success of our first issue demonstrates strong 

for the product," said Mr Summers. "But this is a 
long-term project and it is still in its opening stages. 

The US Federal Reserve i9 also keen on Index -linked 
bonds because it says they provide a good market 
<nr»r-gfm- on expectations of inflation. Competition 
between the two types of government debt should also 
reduce the overall cost of Treasury funding, according to 
officials, by making the market more liquid. Edteard Luce 

Lithuania ‘investment grade’ 

Lithuania was yesterday awarded an investment grade 
rating by Standard&Poor’s. the US credit rating agency 
S&P assigned a BBB- rating. Its lowest non-speeulativc 
grade, to Lithuania’s foreign currency -denominated debt 
and a BBB+ rating to its long-term debt in local currency. 
Short-term debt was rated A3 and A3 for foreign and local 
currency respectively. 

"Accelerated privatisation and restructuring of large 
enterprises, along with conservative fiscal and monetary 
policies, should lead to fester output growth over the 
remainder of the decade." S&P said. "Downward rating 
pressure is unlikely, given the buffer provided by low 
government drift levels.” 

The ratings are supported by the government’s 
commitment to market-based economic reforms and plans 
for accelerating the second phase of privatisation. The 
reduction of dependence on countries of the former Soviet 
j Union is also seen as positive factor. However. S&P 
pointed out that the banking system Is still restrained by 
asset quality problems and low financial Intermediattou. 

Li thuania ’s foreign currency debt is rated Bail - two 
notches below investment grade - by Moody's, the other 
large US agency. Moody’s said: “The speed and success of 
structural reforms., .will be key elements in the future uf 
the rating.” Samer hkandar 
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WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 

Red Day’s Week Month 

Conwi Oars Price change Yield ago ago 


Auemla 6.790 11/06 

AueMa 9.750 04/07 

Belgium 6250 03/07 

Canada* 7.250 00/07 

Danmark 6000 0306 

France STAN 4.750 03/02 

OAT 6500 04/0 7 

Germany Bund 6000 07/07 

Ireland 6000 08/06 

Italy 6750 02/07 

Japan No U5 5300 03/02 

No 182 6000 08/05 

Netherlands 6750 02/0 7 

Portugal 6500 Q2A36 

Spain 7.350 03/07 

Sweden 6000 0»O7 

UKGflts 7.000 0602 

7250 12/07 

6000 10/08 
US Treasury * 6625 05/07 

662S 02/27 

ECU (Ranch Govt) 7.000 0406 

London dosing, ’Now York mid-day 
1 Qot Gnckxtng *KhhaMn g tar at 12S f. 
Pricax US, Ok kt SSnS, others *i drnnol 


US INTEREST RATES 


Netherlands 
Portugal 
Spain 
Sweden 
UK Gifts 


US Treasury * 


96.0340 
963000 -03C 
102.6300 -O.OJ 
1062300 +62J 
111.4700 +0.11 
1002038 -o.i: 
962600 — 0. IE 
101.5600 -0 JOS 
1064800 -ait 
969600 -TL5C 
1165890 +02! 
103-8777 +021 
100.5800 +004 
119.8500 -60S 
1047300 -0X1 
1070708 -030 
99-29 -10« 
101-00 -15/3 
113-31 -17/3 
100-28 4-7/3 

87-24 46/3 

1062100 -618 

tc cent pvynfcfc by i 


723 7 AO 7.85 
684 683 682 

5.89 601 694 

640 652 665 

625 639 650 
4.70. 483. 475 . 
673 685 675 
678 693 682 

8.73 672 673 

7.1 er 7.14 750 

1.74 106 1.80 

2*7 205 205 
667 679 674 

644 663 671 

666 664 681 

7X0 700 701 
702 70S 7.14 

7.11 7.19 745 

7.18 725 704 . 

651 668 673 

680 692 698 
8.05 614 608 

He Laeri market stated. 
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Beta torn rate 

FaLfreria 

Faltah ri h tB VBCt/on 


9a month . 
Tanmonh . 

S TIm tncntli 
Sh morth 
- Om«ar_ 


TiraaHy Bds anti Bond YWds 

• tayaar 

- Hmjmr 

5JS FVe jar 

539 IOjbw 

671 3Km 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MftTTF) FFr506000 

Open Sett price Change Low EsL voL Open ht 

<ftxi 129.68 12908 4616 12906 12630 146002 122,798 

Sep 12600 127.90 40.16 12616 127.74 56281 99.653 

Dec 97.06 9600 40.16 9706 9706 2 

■ LONG TERM FRENCH BOND OSTTONS (MATT) 

Strike CALLS — PUTS 

Price Am A4 Sep Jun Jul Sep 

126 109 223 242 609 004 653 

127 1.14 1.49 1.70 624 659 681 

128 0.48 688 1.11 008 0.98 ioi 

129 613 645 005 123 105 1.74 

130 0.03 020 023 - 

Eo. wL taut. G*x 1784 H4a 27 JB2. Prwtaua day8 apan hL (tell 121677 ROs 157 Jia 

Germany 

■ wemONAL QEBMAN BUND FUTURES (UFFET DM256000 IQOtha 100% 

Open Stfiprica Changa «gh Low Eat. vat Opan ktt. 
Sep Iff TOt 10670 -CUM 101.10 10685 151888 226029 

Dec 106CW 9900 -603 10604 10604 200 50 


UK GILTS PRICES 


■ BUND FUTURES OFTION8 (LJFFE) ONBEDJOOO points of 100% 


FTSE Actuaries Govt. Securities 


Strike 

Price 

Jul 

Aug 

CALLS - 
Sep 

Dec 

Jd 

Aug 

PUTS — 
Sep 

Dec 

10080 

00ft 

009 

1.10 

1.16 

035 

009 

090 

106 

1010(3 

OBI 

003 

niia 

096 

001 

003 

1.13 

2.16 

10190 

H15 

043 

002 

079 

OS5 

103 

1.42 

2.49 


Price Indeee 
UK Ota 


Mon Day's Frt 
Jun 9 cha nge % Jim 6 


Accrued ad ad}. 


UK Indices 

— Low ooopon yIeW- -Medium coupon >Wd - - High coupon yieW- 
Jun 9 Jim 6 Yr. ago Jim 9 Jun 8 Vr. too Jun -3 Jim 5 Vr. ago 


Eat M4 MU. Oak 10316 Pua 17801 Ptvofcjua dq/k opan Inc. Cate 104182 Pus 173290 

Italy - - - 

■ NOTIONAL ITALIAN GOVT. BOND PTP> FUTURES 
(m=y Urn 200m lOOthe erf 100% 

Open Sett prioe Change Hgh Low -Eat vd Open hit. 
Sep 13655 12647 -676 13660 12925 68217 82700 

Dec 102.75 102.72 -6S8 10275 102.75 150 150 

B ITALIAN eOVT. BOND (BTF) RITUBSS (yilONS |Uff9 LhaflOttn 1000 m ot 100> 

Strike ■ C AII B PUTS - 

Price Sep Dec Sep Dec 

12900 2.11 0 154 2620 

12960 124 0 127 2670 

13000 .128 0 611 2728 

Eat «oL toW. Gate 1088 ftite 3«B4 Prwtae apm «. Cate 30800 Pub 41903 


1 Up to 5 years {20} 

119.64 

-014 

119.B1 

104 

638 S ym 

704 

696 
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7.10 

7.03 

7.86 

715 

7.07 

776 

2 5-15 yew* 62CJ 

75105 

-038 

YS3* 

T0» 

503 15 jn* 

7.14 

7.11 

634 

7.T8 

7.12 

636 

7 tS 


a« 

3 Oner 15 yen TO 

17505 

-007 

17908 

613 

602 20 yi* 

7.17 

7.16 

641 

7.18 

7.12 

841 

7 IS 

7.13 

S48 

4 kredeemeWea TO 

20608 

-0.05 

206.98 

106 

7.10 toed.t 

727 

727 

8.43 







5 AS atorts (51) 

14623 

-034 

14673 

204 

668 
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Jun 9 Jim 8 Yr. 


Jim 9 Jim 6 Yr. ego 


6 Up to 5 yean (2} 20448 -607 204.82 1.15 323 Up to 5 yrs 326 3.53 2.97 2.94 2 91 1 63 

7 Over 5 yeas (10) 19629 -624 19675 120 226 Over 5 ym 667 664 3.77 647 645 3 58 

8 AO sacks (12) 19628 -032 19621 1.45 226 

Aawagi groo tadW H p U on yWda am shown above. Coupon Berate Love 0H-714K-. MedMic 8N-10NK: Hglc 11* and onr. t FW ytett yto Year ® date 


FT Fixed Interest Indices 
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G9t Edged Activity Indices 

JUn 6 Jim 5 


■ NOTIONAL SPANISH BOND FUTUHB8 QffiFF) 

Open Salt price ChBige Wgh Low Eat voL Op*i hL 
Jun 11671 11526 -630 11520 11422 123.127 76513 

Sep 11429 114.25 -625 11429 114.12 9289 30256 

UK 

■ NPHOWAL UK 067 FUTURES (UffSr ES0200 32nda c4 100% 

Open Sad price Change High Low Eat voi Open int 

Jun 113-27 11JMJ7 -0-17 11327 113-05 7317 32563 

Sep 114-05 113-17 -4M7 114-06 113-15 52234 154771 

■ LONQ GST FUTURES OPTIONS (UFFE) E5Q200 84tt» at 100% 


Govt Saca. (UR) 96.44 9151 9626 9648 9673 S229 9721 9631 OBt Edged bergalna NA NA NA 

RaWtaNraat 1207 12080 12054 12042 12657 11221 12128 11522 5-day mmrage NA NA NA 

C FTSE fcte nH omt Ud 1897. Aa rtpaa l aea n el * Nr 1887. O ove u anam Swaablae Ngn mice oamg— bo n: 127 AO (DB4M/3S. low 49.18 (DlCn/TSi Fived iravnwi 
NNi Mica cKetedorc 13187 B1OTH low SQ23 SHW7BL Bena 100c Govemneai Sacutttaa IlnOOB and Itead IMMei 1886 SE aonrlly Ndcoa ieM 1W4 
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Lftted ma the Mast feamWoW bond! far which there k m adequNa aaaondfey marfaL Latest prioea at TOO pm on Jlma 9 
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Austria 8% CO 
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FHwl700£ 500 98% 99% -% 7.15 

Gta>VWtans8%a5£ SOQ TO0J 106% -% 757 


Eat. voL toM. Crib 2340 Put* 13a nevtoue day's open rt. CMe 28641 Pm 23B17 

Ecu 

■ ECU BOND FUTURES QMAT1F) ECU106000 

Open Settpfce Change Wgh Low Eat voL Opan It 
Jun 9528 9602 +OJ32 9528 9424 1,963 4,749 

Sep 9420 94.80 - 8420 94-46 1,198 1/406 


■ US TREASURY BOW} FUTURES (CST) SI 06 000 32nds of 100% 


206 JN»Dav8k70Q£ . 
1.71 l»xl Secs 8% 07 E _ 



Open 

Latest 

Change 


Lew 

EsL voL Open Int 

Jun 

111-20 

111-11 

-0-09 

111-20 

111-11 

27091 

149,593 

Sep 

111-08 

111-00 

-0-07 

111-08 

110-30 

668^452 

304213 

Dec 

110-21 

110-27 

+0-01 

110-27 

110-19 

1,155 

24048 


Japan 

B NOTIONAL LONQ TBtM JAPANESE GOVT. BOB FUTURES 

(UFFE) YIQOm IQOta ot 100% 

Open dose Change Hgh Low Eat vd Open Int 
Dec D oa 

Sop 12323 12320 12642 1025 rui 

' UFfE Iaiw ahe Udad on APT. M Opan Y tm e c Itg*. m tor preteua day. 
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CURRENCIES AND MONEY 


Dollar falls on trade and Emu fears 
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markets report 


By Robert Chat© 

The us dollar beg an the 
week under pressure after 
US officials expressed con- 
cern about Japan's rising 
trade surplus and as France 
threw the future of Europe's 
troubled single currency 
project further into doubt 

The approach of next 
week's summit of henria of 
government and finance 
ministers from the Group of 
Eight leading industrial 
countries has put concerns 
about Japan's trade position 
into sharper focus. 

The US is expected to 
bring up trade at the Denver 
meeting, which will come 
just days after official fig- 
ures expected to show a dou- 
bling in the bilateral surplus 
over the past year. 

Meanwhile, the dollar suf- 
fered against the D-mark as 
the future of European mon- 
etary union was further 
muddied by French demands 


for more time to consider the 
“stability pact" proposals for 
restricting government bor- 
rowing within the single cur- 
rency area. 

E Concern over Japan's 
trade surplus with the US 
saw the dollar crumble to a 
low of YUL80 at midday fa 
Tokyo, its weakest since 
December 6 last year. This 
was two-and-a-half yen 
beneath the low point 
reached by the doner fa late 
New York trading on Friday. 

The slide was triggered by 
expressions of concern about 
the trade position on Friday 
from Ms Charlene Barshef- 
sky, the US trade representa- 
tive, and Mr Robert Rubio, 
the US Treasury secretary. 

Analysts speculated that 
the Japanese authorities 
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were happy to see the yen 
drift higher in order to avoid 
confrontation at the Denver 
G8 summit, which gets 
under way a week on Friday. 
Mr Tsutomu Malting, Japa- 
nese vice-minister of Twtoma. 
tional trade and Industry, 
said the issue might come up 
among the G8, but he nddpd* 
“T have not heard that the 
trade surplus is going to be 
discussed as a special sub- 
ject at the summit”. 

Mr Peter von Maydell, 
senior currency economist at 
UBS, said that the move 
began in Asia with active 
selling of D-Mark/yen with 
the dollar following, albeit in 
thin conditions. The D-Mark 
reached a 21-month high 
against the Japanese cur- 
rency at Y65.22. 

The US c urren cy steadied 
following reassuring com- 
ments from Japanese offi- 
cials and than traded above 
YU2 in Europe. The dollar 
closed in London at Y112.75, 
a fall of Y2.62 since Friday's 
close and 1L5 pea: cent down 
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from the five-year high 
recorded on May L 
Mr Michael Burke, ecano- 
mist at Citibank, said the 
short-term outlook for the 
yen was poor, with p l e nt y of 
ftmds stffl looking to offload 
dollars which they had 
bougbt on the way up. “If it 
breaches Y110 - which is a 
barrier both psychologically 
and technically - then It 
could go through Y105 very 


quickly”, he said. 

The yen's ascent in recent 
weeks owes much to the per- 
ception that monetary tight- 
ening in Japan is likely to be 
more aggressive than previ- 
ously expected, while expec- 
tations of interest rate rises 
in the US and Europe have 
became more restrained. 

■ Tbe D-mark leapt sharply 

on news that Mr Dominique 
Strauss-Kahn, the French 
finance minister, had told 
colleagues in Luxembourg 
that the French National 
Assembly would have to be 
consulted before agreement 
could be reached on tbe sta- 
bility pact 

The dollar ended in Lon- 
don at DML7085. down from 
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WORLD INTEREST RATES 


MONEY RATES 

June 9 Ow 


Friday’s close of DMl.7^9. 
Mr Burke said traders bet- 
ting on Emu unravelling find 
used the D-mark as a safe- 
haven, while those expecting 
Emu to go ahead with a 
broad membership had 
brought the European 
crosses. As a result (he Euro- 
pean bloc as a whole rose 
against the dollar. 

The D-mark closed at 
FFWJS8, up a tittle from Fri- 
day's dose of FFr3375. Mr 
Burke said that the next 
important levels were 
FFr3.40 and FFr3.43 and that 
if - a big if - ft crossed these 
then the rate could move to 
FFTJL50 or beyond. 

Sterling was caught 
between the US and German 
currencies. It shed 2J.6 pfen- 
nigs to reach DM2.7920, but 
gained two-thirds of a cant 
to reach $1.6342. Sterling 
Jumped briefly on buoyant > 
manufacturing production 
figures, which were seen as 
ex post Justification for Fri- 
day’s quarter-point rise in 
UK interest rates. 
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Standard ^Chartered 


Standard Chartered PLC 


US$400,000,000 Undated Primary 
Capital Floating Rate Notes (Series 3) 

In accordance with the provisions of the 
Notes, notice is hereby given that for the 
Interest Period from 10th June 1997 to 
10th December 1997 the Notes will carry 
interest at the rate of 6J2125 per cent per i 
annum. 

Interest payable On 10th December 1997 
will amount to US$315.80 per US$10,000 
Note and US$7,895.05 per US$250,000 
Note. 

West Merchant Bank Limited 

Agent Bank 


Halifax pic 

£500,000,000 
Flo ati ng rate notes 
March 1999 

Notice ts hereby poen that 

the nates vxB be at Int ere st 
at 06875% per amBim firm 
6 Jane 1987 to 8 September 
1997. Interest payable on 8 
September 1997 will mount 
to 9J7Z23 peril 0JX)0 note 
tmdil,7SZ26peril00.900 
note. 

Agent: Morgan Guaranty 

Trust Company 

JPMorgan 


The Kingdom of 
Denmark 
U5S1 ,000,000,000 
Floating rate notes 1997 

7he notes wUI bear Interest 
at 5.6875% peranmm from 
10 Jane 1997 to 10 September 

1997. Interest payable on 10 
Septemba- 1997 tniB amomv 
to USS14S3 per USSl.OOOi 
U&M5JS per US$10,000 

and USS1.4533S per 
USS 100.000 note. 

Agent: Morgan Guaranty 

Trust Company 


Halifax Pic 

ustsoaoocuno 

Floating rate notes 
September 1999 

Notice h hereby given that 
the notes am beta- interest 
a 62125% per aman from 
10 June J9S7 k> 10 September 
1997. interest payable on 
10 September 1907 win 
ano atl to USS14J5 per 
GSSI.QOO note. USS14854 
per USS10.000 note and 
US$1,485.42 per USS 100.000 
note. 





Irish Permanent 
Treasury pic 

<300,000,000 
Guarant eed finoHng rate 
notes 1997 

The notes will bear interest at 
& 7375% percmmim fry the 
interest period 6hate 1997 to • 
8 September 897 interest 
payable on 8Septemberl967 
mill be &J74JX) per SK.000 note 
and SJ4&01 per S1QQ.000 note. 

Agent Morgan Guaranty 
Thist Company 

jPMorgan 



EUROPE STRATEGY FUND 

managed bj Europe Harmony Fnnd Management 
(Luxembourg) SA. 

17, CMe d'Ekb, L-1450 Ummbanrg 
ILC Luxembourg B 33 497 4 

fa at xra j re xrewiihanlte 17 of dra M a n ag wnm tHegniraioni of Eoropc Strategy 
Pnnd (the Fund ceased to era it torn May 31jx. 1997. 

Europe Harmony Amd Management (Luxembourg) SJV. baa final iacd and 
approved tbe bqiddation procettoe. 

AD redemption and Iiqmdation p roc e eds have been paid 10 tbe tharebolden 
entitled there to and, acoortfingfy. no a m ou nt has been deposited at the Cause de 

The documents and accounts of dm Rmd wfll remain deposited at tbe offices of 
Baoqne Pictet (Lnxembomg) SA^ 17. Cflte d’Scfa, L-1450 Luxeznbouig. for a 
period of 5 yearn. 


Europe Hanamy FbbxI Management (Lmccfobumg) &A. 


T.LM. (LUXEMBOURG) SJL 
USS 20,000,000 FRN DUE 1998 

tn accordance with the provisions of the above mentioned Notes, 
notice Is hereby given as follows: 

■ Interest period: June 9. 1997 to December 8, 1997 (182 days) 

■ Interest payment data: December 8, 1997 
• Interest rale; &51464% per annum 

- Coupon amount payable per Bond of US$ 1 00.000: USS 

34293.61 

Agent Bank 

BANQUE INTERNATIONAL BttJfl 

A LUXEMBOURG 104/ 



U.S. $125,000,000 

Cg&flT LKE> FB9EML MMIBIO 

CoHatarafizad Floating Rate Notes 
Series A dun Decamber1997 

In ncconlanco with tho prevMens d tie Mriao, noOon is hereby teen that 
lor th* three marth (merest Poriod trem Juno 10 1987 to Bopterttxr 10 W87 
Ira Notre w9 carry an Itereti Ra» of 01875% par annum. Tho 
Ware* payable an tho ratmant payment dsoe, Sflfnonbar 10 1907 wS be 
US. 510SL25 porUSL SWO000 prindpol amount ti Note. 

By: Tho Chaaa Manhattan Bank 

London, ntnetpei Paying Agent Q CHASE 

June 10 1997 


CREDIT LOCAL D8 FRANCE 
FRF 500 090 000 REVERSE FLOATER BONDS DUE 2000 
1STN CODE ; XS0M7358972 
fw the period Jane 06, 1997 to December 08. 1997 

die new rate Ins heed fixed « 9.17266 % PA. 

Next psymesi date; December 08. J997 
Coupon nr: 7 
Amoont: 

FRF 47 1.37 for tbe denornmatioa of FRF 10000 
FRF 4 70.73 for the denomination of FRF 100 000 
THE P RINCIPAL PAYING AGENT 
SOCSEIE GENERALE BANK & TRISTSA. 
LUXEMBOURG 


BanKcflreiana 

U^. $300,000,000 
Undated VariM^e Rate Notes 

Ntifee J* harJqr mm that tho Rate of (mowt bos boon Faced rt 
6-81254 ml Art 3io Mere* payable an tire raierart htered Poyinratt 
Data Saptombor 10, 1997 agnimt Coupon No. 32 in respect of 
USSlOODOOnonentioftiraNoloswa bo USS1.740.97. 


J™ JO. 1PR7. tnadon 

CmBANGQ 
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COMMODITIES AND AGRICULTURE 


Chinese copper usage underestimated, say analysts 


By Kenneth Gooding, 
Mining Correspondent 


Big differences in official 
statistics covering Chiracs 
copper consumption caused 
analysts at Bankers Trust, 
the investment bank, to start 
some detective work. 

Six mo nths later, the ana- 
lysts have concluded that 
Chinese copper usage "might 
significantly exceed both 
market and official esti- 
mates”. Consequently, they 
have increased substantially 
their copper price forecasts. 

Ms Virginia Howarth, 
resource analyst at BT Secu- 


rities (Australia), who was 
responsible for much of 
the detective work, says: 
"We expect the copper price 
could reach USJL30 a pound 
[*2,865 a tonne] by the end 
of 1997 and $1.45 a pound 
[$3496 a tonne] by the end 
of 199a 

"For the purpose of fore- 
casting, we assume the aver- 
age price of $1-20 in the sec- 
ond half of this year and 
$1.35 in 199a 1 ' She adds that 
the forecasts “are signifi- 
cantly above market expec- 
tations of 98 cents a pound 
for the second half of 1997 

and 9114 cents in 1998”. 


Ms Howarth suggests that 
the Bankas Trust analysis 
may at least partly explain 
many recent discrepancies 
in world copper statistics, 
including the recent revi- 
sions by the UK-based World 
Bureau of Metal Statistics, 
whose figures many analysts 
rely on for their basic infor- 
mation. 

She says Bankers Trust 
Started its inq ulripg after the 
Chinese State Statistical 
Bureau published its latest 
10-year survey at the end 
of 1996. This pot China's cop- 
per consumption in 1995 at 
L58m tonnes, compared with 


the previous official figure, 
provided by China National 
Nonferrous Metals Corpora- 
tion CCNNC), of 980.000 

tnnncg. 

As China accounts for 
about 10 per cent of global 
copper consumption and is a 
key “swing" factor in the 
outlook for the global copper 
market. Bankers Trust 
derided to dig deeper. 

Ms Howarth says she 
de tail ed comparisons 
ofChinese copper consump- 
tion with the macroeco- 
nomic factors in the coun- 
try's economy (for example, 
its gross domestic product 


and industrial production) 

and with the microeconomic 
components which use cop- 
per (such as foreign capital 
ventures, capital construc- 
tion in electricity and tele- 
communications as well as 
components of industrial 
output including motor 
vehicl es, was hing machines 
and refrigerators). * 

The results led her to con- 
clude that previous refined 
copper consumption statis- 
tics might have been signifi- 
cantly underestimated. She 
also concluded that '-China 
was poised for farther eco- 
nomic growth. 


Ms Howarth argues that, 
conservatively, China con- 
sumed 14m tonnes of copper 
in 1995 and that this could 
rise to 1.621m- tonnes this 
year and to 1462m tonnes 
in 1998. 

This would cause the 
global copper market to have 
a supply deficit of 210,000 
tonnes this year end one of 
472,000 tonnes in 1998, she 
says. 

She expects the supply def- 
icit to continue in 1999 and 
says: “we expect that the 
copper {vice will remain at 
least at $145 a pound [*2475 
a tonne] in 1999." 


Colombia tries new approach to coffee pest 


Bio-technology may replace a 
toxic and ineffective poison in 
fighting the berry borer beetle 




J$T-i " 1- ! 


S mall is not necessarily 
beautiful. At no more 
than 2mm long. 
Hypothenemus hampei, the 
coffee berry borer beetle, is 
an ugly beast as far as coffee 
producers are concerned. 

Since the 1980 b the beetle 
has slowly wormed its way 
north from Brazil. Five years 
ago it reached Colombia, 
where it now infests 680,000 
of the 900,000 hectares 

planted with coffee. The fear 
is that by 2000 all Colombian 
coffee farms will be affected. 

The International Coffee 
Organisation (ICO) says this 
minute parasite now annu- 
ally costs Latin America's 
coffee growers $500m in lost 
production. 

Colombia’s national coffee 
growers’ federation has just 
reported that production for 
the July-September quarter 
will be no more than L5m 
60kg bags, well below nor- 
mal average exports of 
900,000 bags a month, partly 
as a consequence of the bee- 
tle’s activities. 

There is growing concern 
that 1997 will see a global 
shortage of arabica coffee, 
which in May drove prices to 
a 20-year peak. It seems that 


Colombia - which speci- 
alises in arabica and is the 
world's second biggest coffee 
producer, after Brazil - may 
this year harvest less than 
10m bags, compared with 
13m in 1996. 

“The beetle is coffee’s 
most d amag in g insect pest 
on a worldwide basis. Given 
there has been a deficit of 
arabica production over con- 
sumption for the past four 
years, of as much as 8m bags 
annually, there’s an urgent 
need to control it" says Mr 
Pablo Dubois, head of 
operations at the ICO. 

Controlling the beetle has 
been largely limited to 
spraying plantations with 
the insecticide endosuifan - 
which is highly toxic and 
h«g no human antidote. 

In any case, the borer bee- 
tle’s life-cycle militates 
against the efficacy of such 
pesticides. It bores into the 
coffee cherry and often the 
bean itself where the female 
lays eggs. • 

Males never leave the tun- 
nels eaten Into the beans; 
newly-fertilised females only 
briefly exit to find new 
beans. Once the beetle is 
inside the bean, it is rela- 
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Some Colombian coffee farmers may be able to give op chemicals entirely -nmoyi 


tively protected from 
sprayed -on pesticides. 

Colombian arabica bas 
long bad a high reputation, 
particularly in the US. for 
purity, which increasing use 
of insecticides will damage. 

However, there are now 
some encouraging alterna- 
tives to poison. 


B y the end of this year 
the International 
Institute of Biological 
Control (DBC). part of CAB 
International, a 40-member 
intpr -gnrom mentai organisa- 
tion, in conjunction with 


Ceuicaffc, the Colombian Cof- 
fee Research In stitute , will 
have concluded a four-year 
project aimed at developing 
biotechnological methods of 
controlling the berry borer 
in Colombia. 

The nBCyCenicaib team 
has adopted a multi-pronged 
approach involving spraying 
on the coffee bushes a natu- 
rally-occurring parasitic 
fungi, Beatweria bassiana : 
introducing from Africa 
three types of tiny parasitic 
wasp that inhabit and Mil 
the borer; and encouraging 
farmers to adopt tidy habits. 


f-iaaring and destroying all 
dropped berries, thus cutting 
the risk of spreading the 

“Each of these contribute 
perhaps 5 to 10 per cent mor- 
tality rates, so they 
shouldn’t be regarded as a 
'silver bullet'," says Dr Mat- 
thew Cock, deputy director 
of the HBC. “It’s aB a ques- 
tion of introducing more 
mortality into the system." 

“All coffee producers now 
suffer from this pest, not 
least Colombia. However, on 
thp basis of this research I 
think Colombia is further 


T he BBC’s work, an this 
pest is now going 
global. With financial 
hflffMng from the Common. 
Fund for Commodities (the 
Amsterdam-based organisa- 
tion established in 1989 by 
UNCTAD to provide finance 
for commodity projects), as 
well as from France, the UK 
ana the US Department off 
Agriculture, the ICO has just 
started applying the borer 
beetle research from Colom- 
bia to six other leading cof- 
fee. producers - Ecuador, 
Guatemala, Honduras. 
Jamaica, Mexico ?nd India. 

Dr Cock’s project still has 
a couple of years to run, and 
noone is forecasting a swift 
termination for the berry 
borer beetle. After all, the 
parasitic wasps now being 
introduced to Colombia have 
been in Africa a a long as 
their favoured food, the 
berry barer. But in time, bio- 
technicians may prove mnch 
better allies of the coffee 
farmer - protecting both his 
plants and coffee's vital rep- 
utation - than the chemists. 


Gary Mead 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Prion from Amalgamated Metal Trading) 

■ ALUMMtUM, 98.7 PURTTY (S par tonne) 


Precious Metals continued 

■ QOUD COM EX (1 00 Troy at; S/troy at) 


GRAINS AND OIL SEEDS 

■ WHEAT UfflE POO tonoee; £ per tonne) 


SOFTS 

■ COCOA UFTE fiO tom; E/tamej 


MEAT AND LIVESTOCK 

■ LOT CATTIE CME fjOjjOOBjj; OOrttato) 


Close 
Previous 
HlgMow 
AM Official 
Kafr dose 
Open kit 
Total defy (umonr 


CMh 3 mow 

1581X-82X 16Q5X-06X 
1572-3 1586-7 

1611/1602 
1580-81 1604XXX 

1603-04 

a 261,054 
70,720 



Sett 

tea 

j*rt 

■to 

tow 

Op" 
M U 


sot 

tea 

Dart 

to 

■to 

IM 

IM 

Ote 

U 


- salt 
tea i 

Dart 

tote 

■to 

npra 

Law W tot ' 

* " 

Satt Dart 

Prica itaMga Bgfr Law W - 

ton 

tot 

Jm 

343X 

+07 

344.4 

3400 

108 489 

Jrt 

85* 

+040 

85* 

84.75 

16 

1*7 

M 

1002 

+7 

1002 

988 1,746 21337 

Jm 

81450-03* 63XS0 63.400 3X73 

13X05 

to 

3403 

+06 

347.3 

3455 27*0 72*7 

to 

9010 

+085 

- 

- 

- 

186 

to 

1022 

+3 

1022 

1009 1546 24X58 

to 

61175-0525 64.100 61150 6.118 

46X05 

Oct 

3408 

+06 

3402 

3400 

161 7*8 

to 

9110 

+0X5 

9110 

91* 

88 

3X27 

DM 

1022 

+2 

1021 

1010 542 30.136 

Oct 

66*0-0X75 67*0 66X25 1656 

21341 

Dae 

351-3 

+06 

351 X 

3502 

861 28,148 

Jm 

94.10 

+085 

94.10 

94X5 

15 

1X79 

Kw 

1033 

+1 

1032 

1023 607 31*8 

DM 

69*0-0150 89X00 69X00 780 

10X35 

to 

363.8 

+06 

3S3J- 

3517 

184 9*2 

Rtar 

9010 

+070 

9010 

96.10 

10 

825 

Hay 

10*5 

+1 

1043 

1035 304 16X82 

Rto 

70450-0050 70750 70425 895 

6X05 

to 

Total 

3502 

+07 

“ 

“ 

234 3X72 

26*6139*5 

•to 

TO 

9010 

+070 

97* 

97* 

138 

467 

7*2 

M 

Tatai 

1057 

+1 

1053 

1052 13 5X95 

0079 148X» 

to 

TO 

713* - 71500 72275 179 1216 

14*2 181X81 


■ PLATTTAJM NYMEX (50 TVpy oz4 Vtroy ozj ■ WHEAT C8T ftOOQbu min; cantalBOb buteQ ■ COCOA CSCE P0 tonoec Vtaaiea) 


■ LEAH HOBS CME (40X00* centa/fae) 


■ AIJUMMIIIM ALLOY (5 ptr tonne} 


Ctaee 

Previous 
High/low 
AM Official 
Kafr doaa 
Open mt. 


Total daRy tunow 4,684 
■ LEAD (5 per tome) 


1450-55 1475-77 

1448-53 1471-5 

1480/1475 

1452-3 1478-60 

1472-75 

5*75 


Owe 626-27 

Previous 632.5-3X 

High/tow 625 

AM Official 6258 

Kerb doaa 

Open bit 35X49 

Total duty turnover 7.371 
H NICKEL {5 par tonne) 


45L1 -38 49L5 447.0 4,47B 13X48 

4235 -IX 4280 4150 1JB74 5,157 

416.1 -IX 4240 415.0 IB 1.803 

414.1 -13 - - 2 22 

b" M.738 

-LAP1UM WYMEX (100 Troy cz^ Sflroy mj 

20980 -4.10 22500 207.00 100 2S7 

17490 -110 18800 17290 274 6*8 

18190 -125 178.15 17100 70 481 

16190 -125 - 95 

3M 7*1 

ZBt CQMEX R000 Trey cz^ Cantaftoy azQ 


36750 4800 36900 358X0 12.406 44061 

37825 +850 87700 36500 6992 19030 

38000 +890 38800 37800 2,753 17,314 

39200 *800 39200 38200 288 2056 

37850 *6.00 - 37100 3 83 

37200 +400 37000 36800 28 689 

21,574 88722 


■ MMZEC8TJ8000 bu mint catisfiOb feudal 


4720 -40 - 4650 14 2 

<710 -13 4820 4685 29,188 320» 

4786 -4.1 4860 4750 1,111 10.400 

4882 -30 4820 4810 864 7J62 

4870 -30 - - - 17 

492.1 -87 4990 4890 181 8030 


Jd 27400 -27400 26825 21,141107,070 

ftp 26100 -075 28100 25700 1875 35039 
Dae 2800 -105 25800 251218122112.726 
tor 263J5 -1.2 26405 261.00 357 13011 

May 26800 -10 28800 265X0 107 1520 

U 27100 -lO 27100 26805 70 3,464 

Tstd . mm 278721 

■ BARLEY UFFE (100 tornee; E pa tonne) 


Jd 1430 +-17 1432 1410 5.197 17,117 

to 1471 +18 147S 1451 8765 20082 

Dae 1510 +-1B 1611 1482 500 28134 

Ha 1541 +15 1541 1S2 495 21007 

Hay. 1561 +15 1550 1545 21 8570 

Jd 1581 +17 - - 12 575 

Tbtd ■ 18071 98038 

■ COCOA (CCO»l5DftVtonna» 

Jai • Price Pise. Ay 


Jm 08425-0700 81050 80050 1,689 8541 

Jd 88150-1000 8102 79O0Q 2031 10755 

AUO 78400-1.175 79000 78100 1075 8880 

flat 78550-872 71.750 70050 794 8645 

DM 88675-1075 68750 66500 409 3048 

M 81000-1000 68350 61650 12 1,499 

TO 7064 38008 

■ PORK B&UES CME (40QQHJK centa/toa) 


Jbi • Price Pm dry 

Dafly 111800 111832 

■ COFFEE UFFE (5 tomes; Stowe) 


Cfoas 

7155-65 

7270-75 

Total 


31*6 80577 

Previous 

722S-3S 

7330-40 




HtgMow 

719CV7180 

73407240 




AM Official 

7180-80 

7280-91 




Kerb close 

Open int 

50211 

7250-55 

ENERGY 


Total dafly turnover 

12,632 


■ CRUDE OB.IM4EX AX* banteSAmA 

■ TIN (S par tome) 




Latest Dart 

Open 

Close 

5566-75 

5610-16 


tea ctaanga *to 

Law W tat 

Previous 

5705-15 

5730-40 

Jd 

18* -0.10 18* 

18* 74X72 81*6 

K0MOW 


571015580 

to 

19X5 -0* 19X3 

18* 47,182 61X48 

AM Official 

5650-60 

5685-00 

to 

1028 -009 1146 

19.16 16,183 35*1 

Kerb clow 


5575-85 

Oct 

19X8 -005 1048 

19X7 7*9 21X15 

Open fett. 

18,676 


Dm 

19X2 -002 19* 

19* 3X09 17X07 

Total dtfy tunovar 

4X84 


OM 

19* +0* 19.72 

19* 7*8 36X74 

H 23NC, specie* Mgfi grade (S per tonne) 

Total 


167X98404X93 


Sap 882 +0 l2 882 882 5 35 

HOV 8855 +005 882 882 2 1,132 

Jm 9005 +005 9005 9005 9 171 
Ha 9205 +005 19 

toy 9155 +055 8 

Total 8 1* 

H SOYABEANS C8T (5000x1 rata; cariaR* bate) 


Jd 81100-212 83200 80500 2372 72033 
Mg 77100 -172 78900 76400 5/413 25004 

Sap 70900 -11 71800 73500 1,881 9753 

fee* 67000 -7.75 88300 67500 MU 81248 

Jai 68175 -8 68300 67700 2S3 7,270 

Her 08500 -8 68700 88200 149 1070 

Total 40700 170713 

■ SOYABEAN OB. CRT teoOOQtoe: cental!) 


Ctose 1332-33 1356-87 

Pmvtam 13470-85 1371-2 

High/taw 1348 1371/1351 

AM Official 1341-10 1364-4.5 

Kerb ebsa 1355-56 

Open WL 64.177 

Total da*y turnover 17021 
■ COEPBl, grade A g pa tonna) 


Ctoee 
Previous 
1 -flgMow 
AM Official 
Knfr dose 
Open Wt 


Total daiy turnover 51,542 


2554-57 2487-88 

2548-52 2486-7 

2957 2485*2484 

2558-7 24864 

2488-88 

139.410 


■ LMEAM OffioU £/$ rata: 1X388 
LME Closing Cft rate: 10285 


Stt 10353 3 Ms 10319 6 Britt L6339 dftt L6ZS3 


M Cftooe OIL IP€ (VbareQ 
Utad Bays 

tee togi (Mr 

Jd 1700 -am 17.78 1700 

Am 1708 -004 inn noa 

Sap 18JB +005 1122 1105 

to 16X5 +0.1 Q 1037 1022 

to 1140 +0.16 1150 1135 

Dec 18.48 +ai8 1807 1045 

Total 

■ HEATING OtL MTMX t42Q0Q 05 1 

lataat Oafw 

price cfcanga Mgt) lea 
id 5145 -0.07 5200 5100 

M| *2) -0.16 52.75 5200 

Sep 53.10 -0.16 5175 5305 

Oct 5110 -006 54.70 5110 

toe 55.05 -OOI 5170 39X0 

Dec 5500 -801 56.15 5500 


m tat 
0090 41417 
11013 61*2 
5061 14061 
1,183 9086 
381 7022 
900 11022 
ata ata 
toJOUSptaJ 


H HWH GRADE COPPBt (CQMEX) 

SM to* Opee 

prtca tenge Ugh loa lid lat 

Jui 11705 +025 11705 11150 348 2078 

Jd 11705 +040 11100 11160 3*4 31051 

M| 115.45 +050 11150 11160 117 2041 

Sap 11A45 +040 114.70 11300 56S 7,211 

Ocl 112* +030 IllOo 11100 23 1,111 

tov 1H* +025 11000 11000 13 1221 


la* 1M M 

5130 28,143 39334 
5200 10^11 21,459 
5305 3X15 11*4 
5110 3,420 11041 
HOO 1365 9333 
5UQ 4.187 15054 
5M780A157 


Jd 2303 -023 2300 2206 1696 43792 

A tag 2144 -024 2303 2118 1581 17334 

Sag 2164 -023 2305 2338 1,1* 9.188 

Set 2175 -027 2175 2148 51? TO.8OT 

Dec 21* -023 2110 2173 1318 10509 

Jm 24.15 -022 2115 2305 71 1373 

Tata) 123** MOM 

* SOYABEAN MEAL. CBT frOQ lone; SAon'i 

Jd 2840 -08 2713 2633 8383 38378 

Mi 2470 -8 SIX 2415 3083 18077 

SM 2845 -7.1 2400 2340 1.1* 11058 

to 2240 -4.1 2270 2230 1,221 11,488 

to 2183 -12 2200 2110 1727 213* 

JM 2155 -30 2115 2115 36 20* 

Total 183*1*3*1 

■ POTATOES UFFE (20 tonnes; E per tonne) 
to 510 -20 - - - 11 


Jd 1890 +57 10* 1831 1315 11339 

to 1825 +75 1925 1965 2312 22057 

to 19*0 +80 1933 I860 537 8317 

Jm 1830 +80 1920 1967 164 2375 

to 1920 +85 1910 1860 13 537 

Hey 1920 +85 1865 18* 3 30 

Total 43*1 503* 

■ COfTff ■C’ CSCE (37X00 be; esms/to) 

Jd 25300 +11* 25000 29150 30* 7348 

to 221* +145 22150 21400 2050 70* 

Dec 19330 +805 19145 18600 *1 4,702 

to 171* +735 180* 171* 292 2082 

Hay 171* +150 17400 171* 87 516 

Jd 17005 +800 - - 4 138 

Tatd 7066 23063 

H t»ff«(KX3)C^qsTtafromd) 

to 8 Pm day 

Comp. (My 10193 18706 

15 day averse 18174 19000 

H WWIE SUOAR UFE |50 tomes; Stowe) 

Aoo 32S.1 +0.1 3215 3319 580 153* 

W 3110 +06 3117 3115 381 1111 

Bat 3130 +06 3112 3110 1* 2.792 

Ha 3111 +09 3112 3130 131 2340 

Hay 3111 +03 3110 3120 77 764 

to 8113 +02 311.5 3113 3 5* 

Total 1332 31 OH 

H 6UQAB *11* CSCE (112000*8: oeot&to) 


83075-0025 85.1* 82075 2019 1254 

83*0-0075 81725 82000 1026 2093 

71125+0825 718* 730* 99 481 

73000+03* 712* 740* 1 14 

3048 8018 


LONDON TRADED OPTIONS 

State price S tana — Cafe Pot* — 


(99.7*>LME 

Jut 

Oct 

Jtf 

Oct 

1575 

37 

76 

18 

38 

1800 

24 

62 

30 

48 

1825 

15 

SO 

45 

61 

H COPPBt 
(Grade A) LME 

Jul 

Oct 

Jul 

Oct 


54 

48 

51 

180 

2600 

33 

35 

BO 

185 

2650 

18 

25 

115 

234 

■ COFFEE UFFE 

Jut 

Sep 

JU 

Sep 

1800 

138 

278 

48 

151 

1B50 

108 

258 

89 

183 

1800 

84 

240 

84 

215 

H COCOA UFFE 

Jul 

Sep 

Jul 

Sep 


975 

1000 

1025 

■ enetr crude 


38 74 

18 SB 
8 48 


6 27 

IB 37 
31 49 


Jd Aug 
S 62 
38 

- 30 


Jd Aug 


83 

12B 120 


Jd 1145 - 1147 1107 13* 78418 

to 11.31 +005 1132 11.22 1134 63053 


Ne« 

56X 

-20 

- 

Mar 

100X 

-45 

_ 

to 

103.0 

-00 109X 101.0 

1S3 

Hey 

1200 

-9.0 - - 


Jtn 

TO 

125X 

-ao - - 

153 


Total 

H COTTON NYCE 


11.19 +005 1108 11.11 20* 29058 

1107 +0(0 1107 1102 338 1747 

1108 +003 1097 1807 173 3,194 

10* +001 10* 1081 84 933 

i74Hisi;in 

3N NYCE (SOJOOte; centa/faa) 


LONDON SPOT MARKETS 

H CRUDE OtL FOB {per benefi +«r- 


■ QAS Ott. FE Btanri 


565 7211 
23 1,111 
13 1,221 
1S9Q 57ST7 


Eeqdv SFr «qdv 

JM 


PRECIOUS METALS 

H LONDON BULLION MARKET 

{ftteea auppHed by N M FtothachBd) 

Golri(Troy 02) S pries £ eqdv SFr dquN 
Ckne 341*4141* 

Oponkig 34330-343.* 

Morning fix 34305 210435 4SS016 

Afternoon fix 34425 210422 493051 

Day's High 34150-341* 

Day's bow 343.7034400 
Previous eloee 34120344^0 
Loco Lrtn to Quid Lending Rotas (Vs USS) 

1 month ——.—101 6 months 4.14 

2 months 4.04 T2monttis 118 

3 months 108 


W« Bart Optra 

P*» ctaaga Hgb tea M M 

1** -425 1C* 15175 6*7 14JB9 
16125 -1* 163* 181* 9,343 18073 
163.75 -4* 16525 163* 2217 9204 
165J3 -1* 157* IBS* 2210 5*8 
16625 -in 15325 168* 624 5*8 

17125 -3*171*17025 5H 2*2 
21*0 67219 


H FBEIQHT (BaFPEX) UFFE {tlO/hdtBt poift) 
to 12Z +15 1225 1215 4 a 41 


to I2ffi +15 1225 1215 40 416 

to IMS +13 1145 1140 30 1225 

to 11* +16 11* 1145 33 35B 

Oct 1320 - 13* 13* 11 583 

JM 1340 _ _ _ _ „ 

To “ 111 1^2 


72.12 -025 72* 71* 9093 30*2 
7409 -016 7145 71* 1*2 1428 
7174 -021 75.15 74* 4*8 28*3 
75* -130 7110 7507 185 4075 
76* -12S 7165 7145 43 1,148 

71* -030 77.10 7182 46 524 

15*9 74*9 


Dubai SI 7 00-725 -0.100 

tent Blend (doed) 51703-705 -0030 

Brant Blend (Jd) S17.63-7X5 -0430 

W.T.L 51808-1702 -004 

H <ML PRODUCTS MWEprna*tdBtoyCF tend 


Premium GesoMe 
Gas 01 
Heavy Fuel a 
Napffiho 
Jet fuel 
Diesel 


5200-202 -7 

Si 62-163 -4 

$83-85 +20 

$176-181 -2 

$179-181 -2 

SI 67-168 -30 
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down the road towards a 
solution," he adds. 

“It’s now quite practical to 
thinfc that with this inte- 
grated management , Cd ran. 

bias fanners may in some 
areas be able to give up 

rising - r-homir-aVg entirely." 


High stocks put 
pressure on oil 


MARKETS REPORT 


By Gary Mead 

and Kenneth Goodins 


The steady recent downward 
pressure on oil prices saw 
the benchmark Brent blend 
July future down 6 cents a 
barrel to $17.65 in late trad- 
' ing yesterday, foDowing a 62 
cent plunge on Friday. 

Brent oil prices on Lon- 
don’s International Petro- 
i loom Exchange have now 
fallen $7 a barrel since Janu- 
ary. driven down by rela- 
tively hi gh world stocks 
which so far this year have 
exceeded increased demand. 

Some specialists yesterday 
were forecasting a price 
range of $15 to $18 a barrel 
for the rest of this year. Fur- 
ther depressing the market 
is the probable resumption 
of supplies from Iraq in the 
next few weeks. 

Coffee recovered some- 
what on the London Interna- 
tional Financial Futures 
Exchange, with the July 
robusta future closing $67 
higher at $1,890 a tonne. 

On the Coffee. Sugar and 
Cocoa Exchange Ln New 
York, the July future for 
arabica pulled back some of 
last week's losses; in early 
trading it was up 8.75 cents a 


pound to 246 cents. Worries 
persisted about frost ln Bra- 
zil, but local forecasts see no 
signs of damaging cold. 

pla tinum and palladium 
markets quietened after the 
pandemonium last week that 
sent prices soaring. Traders 
said there was virtually no 
business and not all market 
participants were offering 
forward prices. 

Palladium closed ln Lon- 
don up another $2 an ounce 
at $226 while platinum eased 
back to close at $466£ an 
ounce, down $23+5. 

Bureaucratic hold-ups 
have prevented all exports 
this year from Russia, the 
biggest palladium producer 
and second biggest producer 
of pfafinnm. One Japanese 
trader in London said he was 
confident deliveries from 
Russia to Japan, the biggest 
consume*, would start early 
in July, but it was not clear 
bow much metal would be in 
the first shipment. 

“Japanese end-users are 
very unhappy about the 
delay. When deliveries start 
again I am sure they will 
begin stockpiling in order to 
try to avoid tins problem in 
the future, hi the long term 
they Trill be trying to find 
substitutes for palladium,'' 
he added. 



CROSSWORD 

No.9,397 Set by QUARK 



H ORANGE JUICE MVCE pSQOOfeg; csrteto) 


H NATURAL GAS (Ptamtortn) 


BH 1MB 1247 


7090 -0* 77.75 76* 1*3 15*2 
79* -480 8025 79* 603 8*2 
81* -080 83* 81* 163 8021 
84* -a* 85.10 64* 42 1*8 

87* -0* 88* 87* 29 1*1 
90* -0.15 90.70 90.70 - 286 

24« njn 


Barton CJuQ 1000-1005 

Anton to* TsL London pin) X9 S7S2 
» PS Pu0 10165 +0. 

H OTHER 


H NATURAL QAS ffflffX (1QJ0Q mrifti; 8toto) 


210/435 465216 
210422 493X51 


ttort oafs Ofem 

prica toaga in N kt 

M 2.150 -0.038 ai95 2.150 13*3 33,773 
to 2.160 -0038 2205 21* 4X63 23.477 
Sap 2160 -0023 2185 2155 1*218.157 
Oct 21* -0X16 21* 2170 1*3 20*4 
to 2320-OX* 2330 23* 4* 9.147 

to 2450 -0*9 2465 2450 644 12*6 

TO 23*8116X78 

■ UNLEADH) QA80LNE 

wngx {42000 US gtoiOUSpataJ 

«« tert Own 

priM otaga Hsfe Law W M 

M 56* -0* 57* 56* 17.105 40375 

to 5040 -031 57* 56.10 6*0 16X30 

to 5S* -025 5640 55* 2155 5,522 

to 54* - 55.15 54X5 368 3.479 

to 54* - 54* 54* 1* 1356 

to 5425 +0* 5475 5425 442 4,105 

TO 2075B 78*8 


SBmt Rk 
S pot 
3 months 
6 months 
1 yaar 
Gold Cota 
Krugerrand 

Maple Leaf 
New Swereion 


ptoy oa. 

USGBtew- 

* 

233X5 

461X6 

Aag 

297X0 

48025 

to 

301.90 

491.75 

Oct 

310X6 

603X0 

to 

$ prieo 

£eqte 

Dec 

344-348 

211-212 

TO 

B0-S3 

43-61 
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VOLUME DATA 

Open In tere st end Volume date rtiotvn for 
contracts traded on COMEX, NYMBC, C8T, 
NYCE, CME. CSCE Hid PE Crude OB am 
ona day in aman. Volume & Open Merest 
Mate are lor aB Mded months. 


Demand for tee was mixed. The Tea Bn>- 
fc™* 1 Association reports. Only fair 
dementi prevafed for tamtod tees. Brirfit 
East Africans were ganeiaity between 5 
pence and 10 pence lower, with only 
setoted 8nes tain. Ootasy mettons were 
steady to 5p lower and theta were some 
withdrawals among plainer aorta. There 
was good demand lor offshore teas. 
Bright tees were about steady and colony 
Central Africans were Uy firm to d e ar er. 
Quttet&jna for this sale. Landed: best 
anfiattie 166 p; good 156p; good ratten 
I47p; ratten 140p; low medium 125p 
Jnorri- The bluest price restated tWs week 
rat 166p for a Kenya PFi. 


INDICES 

■ flimt-i CBew: ISggT ^ 10Q 

Jun 9 JunS sa at rihega year ago 
2008X 2008X 1B70X 2105,0 

■ CBB Futures (Base: 1967 - 100} 

tots to s month ego year ago 
246X0 246X4 

■ «SSCI Spot Baae:1B7D = 10(8 


-*ai s Jun 5 

187.77 190.76 

iiiwiBi 900 

194.7B 

yarn- ago 
201X2 

UCVIHHOUH 

STOCKS 

te-Mi 

Alunrinhan 

-0400 

ID 

720X50 

AfionHuni mag 

-40 

Is 

62X80 

capper 

-1.760 

Id 

130,675 

Lead 

-25 

u 

117X2S 

Mcfcal 

-288 

to 

tQfto 

Zinc 

-923 

to 

421X00 

Tin 

-30 

to 

12X80 


Gold (per trey 
Sftvw (per troy o4$ 
Ptaflnum (per tmy az) 
PeBedium ^er troy oe.) 
Copper 

Load (US prod.) 

Tin (Kuala Lunpur) 

Tin (New York) 

Came (five weight} 
Sheep (to weight} 

Pigs (Bw 

Lori, day tuga (raw) 
Lon d«y augw (to) 
Bafay (Eng. Feed) 
MHse (US No3 Yeflow) 
Wheat (US Dark North) 

Rubber (fiaaff 
Rutter (KLRSSNol) 
Cacora* 01 (PrwD§ 
Pfekn On (Matay.)§ 
Copra (PW0§ 
Soyabeans (U^ 

Cotton OutodrA' Into 
Worttope p4a Super) 


10165 

+0X30 

$344X5 

-0X0 

48tX0c 

-3X0 

$475X0 

-22.00 

$228X0 

-2.00 

122 .0c 


45.00c 


14X8r 


294 X 


90X5p 

■UP 

noxep 

-18.13- 

87J7p 

J w 

$281.80 

+1.10 

$332.00 

-0X0 

Ufiq 


£109X0 


Unq 


72X0p 


72X0p 


234,0* 

-IX 

640 Xy 

-2X 

53SXw 

-15 

S4lOXy 

-2.5 

22 IX 


79X5c 

-0.35 

435p 



ACROSS 

I Feeling for what is right: 

nice flavour? (L5) 

6 Sane offshore currents to 
came round again (S) 

9 Holiday snap (5) 

10 On trial, undergoing 
repairs? (ZS.4) 

U A comfortable situation, 
yet see star in trouble (4.6) 
12 A kind of sign of the new 
age? (4) 

14 One to cut down bit of heat 

in the boiler (7) 

15 NT healer (not eastern) 
possibly to hold spellbound 
(7) 

17 For example oxygen device 
mainly for a kind of flu (7) 

19 Obstructed deep mid off (7) 

20 Wild party in Gravesend (4) 
22 I offer warnings in the 

main GO) 

25 One popular in child's play 
(5,4) 

26 Man seen in several photo- 
graphs (5) 

27 Hard to deal with reverses 
in old age (5) 

28 Aim feelings (9) 


DOWN 

1 Fit at end of bunding wall 
(5) 

2 Items of footwear always 
being worn out? (9) 

3 Separates acts in a play 
(5j6) 

4 Right reverend tries to 
change troublemaker (7) 

5 The Large number in Exeter 
getting a break is the limit 
(7) 

6 Animals reared in the 
marsh grass (4) 

7 Near the end (5) 

8 Tm fired once again (9) 

13 Apply preservative and pre- 
vent total collapse (4.131 

14 It's impossible to draw on if 
there's no light (9) 

16 Made extra effort regarding 
drink to a Httie degree (9) 

18 Monster spread of Ham and 
rice (7) 

19 Get left? 0) 

21 See nothing in the recorded 
film (5) 

23 The moral significance of 
little Ethel getting very 
large? (6) 

24 My short article’s a bit cf 
fiction (4) 


g y^ untoito«MraMOpp«iie.Ara.<>ctolh. 
r ra ItegMi onto. • JM y i*%*JmV * JJ 

tete RuataA. 5 OF tesedan. f BHkra ratot tea. * 

Oanga en kwHl ftevd on 2B78 tea of tap to 


Solution to Saturday’s prize puzzle on Saturday June 2L 
Solution to yesterday's prize puzzle on Monday June 23. 
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LONDON STOCK EXCHANGE 


Footsie surges to brink of record close 


market report 


By Steve Thompson, 

UK Stock Market Editor 

UK stocks built substantially on 
last Friday’s shewing, kicking off 

the day in strong fashion, stutter- 
ing in midsession, and then surg- 
ing ahead to close at the day's 
high, boosted by another surge 
on WaD Street 

The Dow Jones Industrial 
Average, which hit a new peak 
on Friday in the wake of the May 
non-farm payroll report, jumped 
over 50 points shortly after the 
start of trading yesterday. 

The mid-morning setback in 
London was triggered by a weak 


performance by the gQts market 
Gilts were hit by a batch of stron- 
ger than expected economic 
news, which was viewed by same 
as having Inflationary implica- 
tions. Both manufacturing output 
and producer price data were 
higher than expected. 

But a continuation of the 
recent intense speculation that at 
least one bid or merger Is being 
prepared in the financial sector 
kept the banks and insurances on 
the boil yesterday. "Hie Institu- 
tions are terrified of being under- 
weight in the financials when a 
bid or merger is unveiled," said 
one marketmaker. 

The weekend press was full a f 
stories concerning recent talks 


between National Westminster 
Bank and Abbey National and 
these two stocks were strongly 
bought and sharply higher for 
much of yesterday's session. 

The most intense rumours 
focused on NatWest with specu- 
lators pinning' their hopes that 
the hank would appease disaf- 
fected shareholders by puling off 
a big deal in the short to medium 
term. Among the wilds: sugges- 
tions doing the rounds of trading 
daslrg yesterday was that a rfa*>? 
between NatWest and the newly 
floated Halifax was a possibility, 
as was a NatWest bid for Alli- 
ance & Leicester. 

Powered mostly by those big 
gains in financials and else- 


where. the FTSE 100 index ran up 
4L7 to 4,686.7, only 7.32 below its 
all-time closing record level. 
Other indices were less success- 
fill , however, extending their 
poor total returns compared with 
Footsie over recent months. 

In May, Footsie returned 4.5 
per cent against 0.2 per cent tor 
the FTSE 250 and the SmallCap. 
and 3.4 per cent fi g the A ll-Share. 

Yesterday, the FTSE 250 was 
burdened by a poor showing by 
the utilities, which continued to 
register unease over the forth- 
coming windfall pr ofits t ax. 

At the finish the FTSE 250 was 
109 firmer at 4,484.1, helped by a 
firm housebuilding sector that 
responded to press reports that 


the government had dropped 
plans to abolish mortgage inter- 
est rate relief. The SmaUCap 
eased 0.9 to 2,279.5. Turnover 
readied 7509m shares. 

The Merrill Lynch Gallup Sur- 
vey of UK fund managers, carried 
out before the increase in UK 
interest rates, revealed that fund 
managers have downgraded their 
forecasts tor earnings per share 
growth in the face of starling 
strength; the average forecast for 
eps growth for 1997 is 8.5 per 
cent, down from last October’s 
peak of 10 per cent. The survey 
also showed that buying of gilts 
over the last two months has 
been the greatest since the first 
Quarter of 1995. 



Equity Slims 
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BmfioM and ratios 


FTSE 100 

FTSE 250 

FTSE 350 

FTSE All-Share 

FTSE AA-Shnna yieW 

4686.7 

4484.1 . 

2265.2 
2222.17 

3X0 

+41.7 

+1CL9 

+17X 

+15.76 

3X2 

Bart pTfocming sectors 

.-..+2X 



,„,+ix 

3 Insurance . „ 


_ .+12 

4 Phamiaceutlcaia . 

5 Food Producers _ 

— 

._+1 X 
_.+1X 


PT-ao 3002.8 192 

FTSE Non-Fins p/e JJJT 18.71 

FTSEIOORJt Jun 4708.0 +90/0 

lOyrGBtywW 7.10 7.09 

Long gOtfequity yW ratio —05 222 

Worst performing ** c#OP * 

1 Water 

2 Qas Distribution 

3 Healthcare 

4 Diversified Inds -0-4 

5 Paper "° 0 


Bid talk 
engulfs 
banks 


Ely Joel Kibazo 
and Martto Brice 

The market spotlight 
remained firmly fixed on the 
hanking sector as rumours 
of corporate activity contin- 
ued to circulate. 

The focus was very much 
on National Westminster, 
now known to have sought a 
merger deal with Abbey 
National. Analysts believe 
National Westminster will 
return to Abbey with a 
sweetened offer and the con- 
tinued prospect of such a 
deal drove the group's 
shares sharply mak- 

ing it one of the best per- 
forming stocks of the ses- 
sion. They gained 35% or 4Jj 
per cent to close at 81 6p. Vol- 
ume was again heavy, reach- 
ing 14m. 

“Everyone feels National 
Westminster has to do some- 
thing. so they had better 
hurry up and do it while 
they have the goodwill or the 
investment community.” 
said one b anks specialist 

Meanwhile. Abbey 
National shares appreciated 
24 to 883%p. in trade of 7m, 
with talk in the market 
returning to the prospect of 
the group linking up with 
Prudential Corporation. 
Such a deal would be “a 
merger made in heaven” 
said one market specialist 
Shares in Prudential rose 
15% to 65lp. 


Speculation about corpo- 
rate activity boosted trading 
in the retail banking sector 
as a whole. Barclays gained 
34% to £12.11%p while Lloyds 
TSB put on 17% to 619P. 

Bank of Scotland rose on a 
combinatio n of bid tafk and 
reports suggesting Cazenove 
had recommended the 
shares. Turnover of 7.5m 
also pointed to buying ahead 
of today’s annual meeting. 
The shares ended the day as 
the best performer In the 
FTSE 100 having risen 19% 
to 384p. 

Standard Chartered, 
which fell sharply last week 
following a clutch of pr ofit 
downgrades, was back in 
favour. The shares appreci- 
ated 19% to 959p. after trade 
of 3.6m. 

US investment bank Leh- 
man Brothers, yesterday 
urged investors to buy the 
stock. Analysts at the bank 
said: “Although the group 
has warned that cost growth 
is likely to resume this year, 
we remain confident that 
revenue growth Is likely to 
be roughly twice as fast" 

HaHfa-g shar ps closed 13% 
up at 749p, the highest price 
since last Monday week, 
when the shares peaked at 
776p. Dealers said there was 
evidence that the big institu- 
tions bad begun to chase the 
shares; turnover reached 
10m. 

Granada gains 

Granada Group was the 
focus of attention as traders 
mulled over rumours, con- 
firmed after the market had 
closed, that it was to bid for 
Yoikshire-Tyne Tees Televi- 
sion Holdings. A statement 


made by the two at Qua con- 
firmed that they were In pre- 
liminary talks regarding an 
offs- by Granada tor York- 
shire at £11.75 a share. 

Gkanada shares were up 12 
to 690p, almost 2 per cent, 
while Yorkshire Tyn e-Tees 
was up 52% to £11.60p. 

A merger would create a 
trans-Pennine ITV region. T 
think the story is spot-on,” 
said trader before the mar- 
ket dosed. 

Mr Brace Jones at Merrill 
Lynch said: “Granada won’t 
overpay because Yorkshire 
is not central to its strat- 
egy." 

Analysts said that a deal 
at £12 a share would dilate 
Gr anada' s earnings by about 
1.5 per cent but synergies 
COUld pnhannp parningn by 2 
or 3 per cent, suggesting the 
price is right 

Granada also said it had 
sold Brown's Hotel In Lon- 
don’s Mayfair, marking prog- 


ress on its hotels disposals. 

Elsewhere in the leisure 
sector, shares in Rank foil 15 
to 433%p in volume of 7.4m, 
makltig Jf jjjg ei ghth most 
traded Footsie stock. Senti- 
ment in the stock was not 
helped by UBS yesterday 
shifting its' stance from 
“buy" to “hold" after its ana- 
lysts took a close look at the 
sale of its stake in Rank 
Xerox last week. 

Shares in Bass continued 
their poor showing of last 
week and foil 8 to 746p amid 
continuing of down-, 
grades following a series of 
meetings with analysts. 

Sentiment was not helped 
by James Capel yesterday 
shifting its stance from 
“hold” to “sell”. Its analysts 
suggest it is difficult to see 
where growth will come 
from during the next five 
years, and believe growth 
could slow from a historical 
rate of about 11 per cent to 


FT 30 INDEX 

Jrai 9 Jun fl Jun 5 Jrai 4 Jun 3 Yr ago High low 

FT 30 300BX 28KL5 2852.3 2946X 2945X Z76&4 301 84 26888 
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FT 30 hourly changes 
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about 6 per cent a year. 

Investors are also said to 
be uneasy at a decision by 
Mrs Margaret Beckett, trade 
and industry secretary, on 
the planned merger with 
Carlsberg-Tetley. There may 
be a result this week, and 
analysts believe that, even if 
the deal is allowed, it could 
be eamings-dilnttve. 

In the retail sector, Boots 
stayed in favour with Inves- 
tors, and rose 7% to 708%p in 
volume of L9m, helped by a 
bullish note from Mr Rowan 
Morgan at Nikko. He rates 
the shares a “buy” and 
believes the company, which 
last week announced a spe- 
cial 44L2p dividend, could be 
in a position, to repeat the 
trick within two years. He 
added: “There is more going 
on in Boots the Chemists 
thaw I think the market has 
given credit for ” He also 
thinks a profit from the Do It 
All side is in sight for next 
year. 

Among utilities, water and 
electricity group Hyder rose 
5% to 824%p. The group 
reported improved figures 
but it was the better-than-ex- 
pected increase in the divi- 
dend that cheered analysts. 

Mr Kevin Lapwood, newly 
arrived at MeesPierson, is 
optimistic about “dividend 
growth in the future regard- 
less of what happens on the 
windfall tax." He regards the 
shares as cheap. 

A two-way pull in Severe 
Trent left the shares easier 
at 770p. The group reports 
figures today and is widely 
expected to announce a bal- 
ance sheet restructuring. 

London International 
Group stock saw exception- 
ally busy trade, reaching 
12m to be one of the most 
heavily-traded shares in the 
market as the company went 
ex-divldend yesterday. The 
shares eased 2 to 168p, with 
a block of 5m shares going 
through early in the day, 
bought at 166p and placed at 
167%p. Seafield Resources 
rose 7 to 60%p after the oil 


and gas company said it had 
received two informal 
approaches. 

NFC shares rose 4% to 
I38%p: sentiment in the 
stock was helped by the pur- 
chase by Sir Christopher 
Wwid chairman, of 500,000 
shares in the transport 
group at 134p each. 

McBride, the own-label 
household products group, 
rose 6 to 124%p. Following 
the market dose, it was 
announced that conglomer- 
ate Wassail holds a 2L98 per 
ce nt stake in McBride. 

Shares in BTR. hit a 6% 
year low of 186%p, on vague 
fears that cash flow will not 
be able to cover this year’s 
dividend. However, the more 
optimistic dismissed those 
rumours. 
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fiwCKl 

Traded 

4Affi 


Ctosjno Clangs 
Wen on itajt 


JSE 2# kid -264J:»*8 W 100 - 1; NYSE AM Oman* ~ SQ.BV® 1 Pccrt - 10 to*; 
f Twata H Ctata » Utatota. 7 «WX aaertan W« Jun B * S«6l -J16£ fgsm.tocto 


Tofcte M & F In# _ 

f^apon Sted Cp — 
Sanyo Bacttc 


3J5m 

8J3m 

33m 

&2m 


745 

1250 

1420 

346 


+4 

-10 

+40 

-2 

+1 


Stocks 

Traded 


NKKCctp 

Dsnchi Kangyo 
Sakura Bank „ 
Fu^tau . 


Bit _ 


Stanflotno MSF Ins 


Change 
Ft**®* on day 


+40 

*7 

-10 

+8 



3 . 1 m 

242 

3 . 0 m 

1290 

3 . 0 m 

749 

2 Sm 

1460 

2 . 7 m 

890 

( 
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4pmdoeaJm9 


NEW YORK STOCK EXCHANGE PRICES 


M W It 
* I IW 


-A- 

MS 15 2* w 31% 31% *»% 

1* 25 S3 MB 411* 41 A 

79CSWOU ®h 00% -2*! 

120 17 a «6 32% 32% 3 2% A 

tjos 77 a secs eft aft * 

MO 23 S zt> 17% 17% 17% 

M 20 18 IDS 1ft 1ft 1ft 
11 MS 2ft »% ah 

us wioasa eft oft es% 

TOJOI&rthX 290 U 11 W 1ft 1ft 1ft 
ft TACHa^fOOM K ft ft ft 
ft ft KM Mb 1 on 21 130 Uft ft ft 

ift fttawB* « *% 

20 ISttaeNfe 84 1ft ift 1ft 

1ft 14KWBI 33 1388 Ulft ift 1ft 

aft zft Asoroix <uo u w woaft sft sft 
2ft 2t%fcun 283 2ft 2ft 

22** iftMmBpr OSS ZB 1 17Th 22% Dh 2ft 
48% 24%M«e 27m 41*| 3ft 4ft 

1ft IftMmtftp 003 02 11 «» 1ft 1ft 1ft 
18 16001ft « 15»« 

MS 12 21 aOSOTft 7ft 7ft 

145 4 3% 4 

080 18 73 OBuMh 4ft 44*a 

07ft 7ft 7ft 


32 24*» AW 
43 Sft AW 
■ft 7ft MR 
37% 31*2 ASA 
8ft 4ft M 

1ft 14% MUft 

B17%MUW 
23 17% ter* 

aft aft mx ut 
1ft 


IB n%«w 
75%61%fegm? 
ft ft Asti 
«% awfrVx 
74 48ABCOP 
108 73 
Sft 37h NM* 
Shift MED 
21% 1ft AS. Has 
4ft SIAM 
BOeftMftG 
38% 22%MtmRt 
24*2 13*24*5** 
1ft to Atom 
2ft 22K» 
Zft 2ft MM Mr 

au 

3ft 23d MOM 
2ft 20MCHA 
Sft 3ft AMD 
Sft SftAMMi 


a-' 


Mia 180 07 00 9922 O10B 106*4 10ft +2% 
MB afl IT 1881 Eft 4ft 60 ft 

ut uu zs a a a 

VOS &4 13 7B7 20 ift » 

081 2JJ 31 BOM 4ft 4ft 4ft 
MO 15 21 343 78 7ft 7ft 

050 08 19 821 D% 37% 37% 

55 1241 1ft 1ft 1ft 
243 21 JJ 8 a 11% 17** 1ft 
72 82B> 2ft 2ft 2ft 
9 470 2ft S 2ft 
ft Mb U i 042 15 74 448 24 23% 2ft 

028 15 14 877 1ft 1ft 1ft 
OH 07 19 1798 D% D% D% 

020 &9171K9 2ft Zft Zft 
064 17 18 4400*57% Sft Sft 
080 1J 18 2092 a 3ft 36 
088 1-0 11 SOI 7ft 6ft Sft 
172 85 IS 3848 Zft 28*4 Zft 
054 £4 22 4153 2ft 26 2ft 
040 14 22 2714 tOft 28 Zft 
27 297 2ft 2ft 2ft 
052 15 291101 a 31% Sft 
240 02 11 024 2ft 2ft 28 

83 1ft 1ft 1ft 
148 35 12 614 t>48 
1.04 15 203S57 879 
018 os is a ah a ah 
084 &o a jft w% ift 

098 15 moztaiffft 71 7ft -ft 
1.10 13 X 2080 33 ah 33 ft 

as 842 ft ft 6h ' 
on 15 334171ft 17% IS 

10 822 Sft 37% ah 


j 2S*z Mg* 
29% 21AM0T 
2 ft iftMvnr 
2ft MAM On 
X%X%Jtagn* 
3ft 24AtnOp 
15V IftAtna 
ah aft a no* 
7ft eft AMR jr 
ah soAtrfr 
1ft 70 Atari 

73%00%M*X 

ash 29h ami 

1ft 4h 

is n 

4ft 

7ft Sft An 
31% 24% Hi Cp A 
ft SAMBbMc 
20^lftMPMd» 

7ft ez 


48% 48 
77% 7ft 


UB 14 at 7585 7ft 72% 


ah » 

Z 042 U 154 ft ft ft 
20 31 18h 1ft 1ft 
376 ft ft ft 
US U 9- 366*7% 77h 77h 
2ft 2l%Aoc*hdx OX 20 IS B7 24% 34% 24% 
62 47%/taMH OB 1.1 84796 Sft 53% 54h 
2ft22hMMMi 082 25 18 X 24% 2ft 24% 
4ft 3ft JO'S* I 2.40 OB 132586 41 4ft 4ft 

72SVM*r SB 15 171087802% 78% 77% 
44% 36% MOW 140 M 1913ZMM4% 44% *ft 
ft 5A»GMk» 036 75 2BB ft ft 6% 
28 22%A*Mn- £10 03 IS 129 2ft 25 2ft 
OB £8 14 SO 29 29 2ft 
154 11 24 8302 878 75V 78% 
20 h % % 
040 03 22 44740141% 13ft 


041% 13ft 140% 

iS ift is 


29% 23% Amltota 
77% E74aHm 
t% ftAtalkta 
KftmftAHMx 

ft ftAaOppkClOM 75 119 

1ft IAMB 050 30 4 311 
4ft aftAdSkr 004 14 283783 47% 4ft 47% 

22h iftABMMM 155 85 M 1ft 1ft 1ft 

24% T9%AnM8r OJS 35 16 340 21% 21% 21% 

I 32% Aw Ft 150 25 9 237 3ft B 39% 

19 3919 4ft 4ft 4ft 

MB 34 1S40K S7% Bft 60% 
158 13 14 » S7 36% 58% 
024 15 14 IB 23% 23% 23% 


30% 32% AW Hi 
5137%AMMf 
BSftAMkt 
S7%46%AwmW 
24% 10% tad* 
91% Tfttanoox 
tftiihMnm 
zft2i% 

39% SljjAMD 


IB 3.1 157111 Sft 8ft Sft 
9 25013% 1ft 13% 


054 £5 9 25013% lft 

19 134 28% 23% 2ft 
1.12 £8 17 1895u39h 3ft 39% 

73 Eft rtrtto? * 030 OB 32 1002 84 82% 02% 

29% 21 WOO 25 8131 26% 21% 25% 

B IShftVta OJB 8.4 23 487 1ft 17% 17V 

45% 40MWIX OB £3 1B13B83 41% 41 41% 

1ft 12MAT 23 218 18 *7% 17% 

4ft40%taCp 154 ZT3S 143914ft 4ft Oh 
Sft 30% fedfe Op 058 08 IS 4S2 35 33% 34 

A A Atm WF 054 65 IS ft ft 9% 

80%Z2%AKttM| 184566 24% 34% »% 

48% SftJfelPdA Ot2 05 17 JB7W7% 4ft 48% 

23 17 An** 050 15 288219 21 2ft 20% 

50%40%McaCb?x 250 8.1 15 95 46% 4ft 48% 

4% 3% taco SB 328 4ft 4 

24 21 tan Iff. £18 95 3 22% 22% 22% 

72% 61% tarti 158 £8 IS 643 Bft 88% Sft 

Sft 51%taB? 14 891 Sft 9ft 98% 

' 57 1M 4% 4% ft 

0J8 25 11 Bfl 27 28% 2ft 

OB £8 92941 31% 3ft 30% 

032 25 lOdft 1ft 1ft 

1.10 25 20 IBB 43 <7% 47% 

048 1519 B *28% 2ft 2ft 

792 12% 12 12 

_ - 6 229 3% 3% ft 

52% SftAMflQ* 040 OS 19 2933 50% 4ft 9ft +1 

43H 3ft AT37 102 17 113921 38% 35% 3ft A 

M% 300 M to 2. £89 05 d 350% 360% 3B% 

9 ftAMM I 4 if I I 

17% lBMUcto 154 84 13 314 1ft 7ft lft 

OOhUftAMi 078 45 n 3707148% 144% 144% -2% 
H UAM 194 £ a A 

2ft 22%Mu&4* 150 4.1 » IB 24% 34% 24% -ft 

ft BhArtfcFd 0-13 14 112 ft ft ft 

046 09 28 4384 49 48% 49 

28 ISM 23% 23 23 -% 

055225 153 1% 1% 1% -h 

19 14 Sft 26% 28% -h 

40 45 15% 15% 16% 

050 U 15 3« Bft 82% 63% A 

1 58 15 773888 o67 Bft 88% +% 

OB 45 28911% 11% 11% +% 

13 1068 7 ft 8% J* 


6% 3% Art* Grp 
2ft ZltalMx 

>2% Zft 
1ft 11% 

4ft SftAMMx 
2ft 23% WdlUi 
1ft IlhAMTWF* OB 07 
ft 3% Aw Mr OB 165 


- 1 % 

+h 

ft 

ft 

ft 

5 

A 

-% 

ft 

ft 

-h 

ft 

+ih 

ft 

ft 


«%*%' 

27% 19% ta* 

2 htab* 

27% lft tan 

M 5% MB? 

64% Sft Awl 
Bft 50% ta* 
11% 9%4*hCo>p 
M% ft tar 


41% a MU* 

2ft 22BCE 
7% B%tata»X oa 
18% MhBWMx 037 
41% 37% BMW? 048 
2ft 2ft IWn Ek» M 
30% 23%MGp* 0B 
21% 17% MM 
3 24% MEEl 
4ft SftMcOM 
75% 52%BanBV 
17% 12% BOI 

ift norm 

S% gfetaf 

1»%B%MMX 
44% C% BUNT 
W% 13% BniKK. 008 
50% 47% BMMvA IS 
HBVBMWB 009 
79% 61% AMI £04 
B TBBtaUB* 858 
47% 45 %MnMi 354 
Sft 74BDUU 400 
84 Bft BCR* £12 
33%28%M(CI? 068 
28% 1850 BMW Ml OB 
53% XBKAl m 
2ft 21% MAI* 014 
lft 9%Mn«q 
7% 6%BMM OJB 
<3% 32% tart. 154 
3ft 39% BUM. 1.13 


- B - 

153 £8 15 A M2 42 


30 2923*28% 27% 
£4 9 47» uft 7% 
15 183 01ft 19 

«aw» 38% 38% 
15 a vn iM% 29 % 
£0 338 Zft 29% 

U 20 844 19% 19% 
U 12 1IB3 25% 2S% 
05 1311101 44% 43% 

22 25 Bi7B% 75% 

15 a a 16% 18% 
15 IS Britft 16% 
£614 72 40% 4ft 
25 1613 3 7 481 a % 123% 
Z2T7B33BM4% 43% 
05 717 18% 16 

U 9 48% 49% 
85 7 nB5 95 

23 173080 75% 73% 

85 a 84% 84% 
65 HOD 48 48 
45 128734 88% 6S% 
£7 IS 84 79% 78 

25 212B30uS3% 32% 
£3 14 340 28% 25% 
Z01I3W 53% 5ft 
U 44 7384 24% 24% 

14 221012% 11% 
U 8988 ft 8% 

24 37 4374 43% 42% 
£1 62 4848 053% S% 


42 ft 
28 

1ft S 

2B% ft 
19% ft 
S% 

4J% ft 
*6% +1% 
16% 

lft ft 
4ft ft 
124 ft 
<3% ft 
18% ft 
49% 
as 

74% ft 

84% 

48 ft 
08% -t% 
79% +2% 

53 -% 
34% ft 
11 % 

ft ft 
42% -% 
ffl% ft 


m. nr 

ft 1 E 


Cta Rat. 


BE OUR 
GUEST. 


JOLLY ©HOTEL 

DU GRAM) SABLON 

BRUSSELS 

When you stay with us 
in BRUSSELS 

stay in touch - 

with yoor complimentary copy of die 


FT 
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25% 15% 

2ft 25% Sty a 
20% 15% BW 
20% 19% Bd Tr 1638 156 75 
ft 7% BEAhe?* 072 87 
' 051 6.4 


9% 9 

34 26ta3 
38% 27%B*Kta 
4 ft P taWl Xl 

n%Q%awox 

2I%16%SBMP 

73%68%a« 

24 15%.BMN 
47%38%BS» 

39% 3ft MAX 
43% 33% BbW 
676ABta45P 
75%EB%Mx 


ft ftBUodPU. 
8 % ftBdtaK 
ft ftBktaRt 
3ft 28 Sort . 
44% 37% Btat A 
lft OtaCMf 
A 2% WOW 
35 24 6MCM 
S7% 47Bota> 
38%2B%60MC 
8 % ABatavCo 
12% ftBootoCM 
28% 22% B0KD Ut 
71% 41Bntt 
50% 38% BOW* 

28%21%BnW? 
27% 23% are Prog X 
27% 17SrMfT? 
n%4ftertostx 
i6%io%a«*ta 
77% Sft tttaf 
rah M% fir** 
73% B4%flPX 
1A 15 BP 
27%Z1%BSMI 
76% 68% 81 

30 % aft mm 

1ft 14%BrMEg* 
15% T2BW2] 
52% 42%anfM* 
52% 42% Brrfme. 
94% 2ft BAH 
7% 8% BW 
31% 23% tart* 
Zft IftBtaM 

32%2fttataU 

44%40%BUftaPt 
1ft 12% BrilCoN 
60% 70% BAN* 
64% 40% Mfh 
7S%71% 

30% £4% 


0% 

aft +i% 

aS^ 

3% 


32% a% 32% 
s% 54% 56% 


not 22% 22% 22% 

154 U 14 71 27% 27% 27% 

» 28% 2B% 28% 

77 n% 18% 10% 

193 B% ft ft 
lttlA 9% 9% ft 
OB 15 03281 33% 32% 33% +1% 
084 15 18 22£ 3ft 3ft 35% ft 
OB 15 17 384 4ft 48 48% ft 
052 1.1 20 SB2 48% 47% 47% •% 
156 M 15 61lftn%M% -% 
£96 4.1 177302 73% 71% 71% <1% 
10 87 19 1 ft 19 
1-44 ZZ TTSOT «% 44% 44% 

044 LI U 070840% 39 40 +1% 

OB 75 22 450 41% 40% «% ft 
450 07 2 04% 64% 84% -% 

£06 £1 132570 67% 68% 67% +1% 
Ax 039 LA 17 20 27% 27% 27% ft 

B IS 4 M «A ft 

30% Ztopr 048 1J 2D 1228 «31 30% 30% ft 
tasantat 2MBB4srao4aooo -rfoo 

IBBIQBGaoa 56 07544 tSfi 15B +22 

1ft ISVBmrPM 040 £7 IF 104 18% 15 15 •% 

14% 7%MBoy 7376 12% 11% 12% 

27% 25%Mt6t£x 250 02 18 27% 27% 27% 

Sft 48%BrttuPrx £00 08 10 52% 51% S2% 

10% 7%B*B 2518 10 ft 10 

67 54% BUm 150 £3 31 823 66% 64% 85% 
TAlftMU 252145 15 1ft 14% 

«25%86Amx 21 34% 34% 34% 

Z2 17%Bt*fafH 008 04 13 334 21% 21 21 

SlftftlrtonS MO £4 292137 *A 18% 16% 

37% 2B%BDKk 043 15 15 5700 38% 35% 38% 
Zft2B%9M»Pl 14S 4JM3 6810ft 28% 28% 

083 75 528 8% 8% 

058 BJ 790 06% 8% 

057 85 683 9 8% 

050 £3 3419034% 33 

051 1.1 18 81 045 44% 

OB 95 438 9% ft 

24 ft 3% 

058 02 24 411 
OGB 15 2828261 

050 15 2774 37% JZ 37% 

5450 45% ft ft 

040 07 83 S48 11% 10% 10% 

150 09 14 98 25% 2ft 25% 

42 Mil 57% Sft 58 -1% 
OB 1.7 23 231 48% 48 48% ft 

061 12 22Bu28% 27% 28 

1JB 05 8 882 24% 24% 24% ft 
081520928 20% 10% 19% ft 
1.12 £1 16 2Z7 u32% SZ Sft ft 
IS B7B 14% 13% 14% ft 
152 00 251MB 07% 7ft 78% ft 
£29 19 18 83 121 1»% 120% ft 
£17 30 173638 874 73% 7ft ft 
£20135 10 385 1ft • 18 18 ft 

156 U 5 791 24% 24% 24% _ 

751 95 14 1404 *77% 7ft 77% *2% 

156 65 10 423 28 27% 27% ft 

150 65 IS 897 1ft 19 II ft 

17 TOS 14% 13% 14 ft 

158 £2 20 21 49% 4ft 4ft ft 

158 £1 20 a 80% B% 5ft +1% 

058 £0 3102 33% 33 33% ft 

12 a 7% 7% 7*4 
OB 15152320 30% 30% 30% -ft 
044 £1 13 279 21% 21% 21% ft 
12 4WU33% 3ft 33% +1% 
350 00 10 46 43% 43 43% +% 

131380 19% 18% 1ft ft 
120 15 154193 83% 81% 81% ft 
055 12 17 m 45% 44% 44% -1 

IV 758 72 2D 154 13% 13 13 

17 54 30 29% 29% 


- c - 

34%3I%C8EBl 130 35 14 ZWB 34% 33% 34 

114% 95% CM Ft 6 852 1<B% Wft 103% 

97% 76%CfC 154 19 21 3053 83% 84% 84% 

19% 15% 01 COp 056 29 18 R 19 1ft 19 

5*% 41% CSX. 15* £0 123007 32% 51% 51% 

70% 41C1SCOP 072 1.1 14 182 87% 6ft 66% 

2ft 22% OCMMkl. 052 19Z1Z053u2B% 27% 27% 
46%27%Crtm 213531 30% 30% 30% 

2ft 21%QMCx OB 15 T1 1216 2% 25% 25% 

19% 15%ttxA08G 016 09 21 77 M% lft 1ft 

37*2 31% CriSdMps 1.10 04 15 278 35% 35% 35% 

45 26%Cttn0ta 20 8651 32% 30% 30% 
ft 2% 04 Rad t O10 15 44 5% 5% 5% 

41% 32CdWgr 2B 324 40% 40% 40% 

14%lO%QfnagClBxU2 25 24 IB 1ft 13% ift 

32% IftUSn OB 15 109 8% 3 ft 30% 

35h2B%(tafffl 028 05 19 3178 34% 34% 34% 

20% 17GrtWCD 040 £0 52 429 20% 19% S% 

62%2ftCrtM 077 15S346I *7% 47 47% 

1 %Cm*fe 12 121 % m % 

27%22%CMftc 032 12 33 Z167 27 28% 2ft 

44%30%CMMtl 032 15 134127 32% 31% 31% 

Ift 14%Cpdd128 126 72 325 17% 17% 17% 


35% 27CMCB 
3ft 23% Cta*? 
3B% 31%GmiWx 
38% 32% CbPBL 
45% 34%Q*tfT 
17% 12%CNMM 
17% IfttartNG 
62%48%(taCp? 
10% OCWAw 
1ft lftCadaXOt 
1B% 72%Crirt 
43 27%CaQxp 
42%3ftCrtvnt 
11% 9%U4EB 
42 33% Carte 
33% 29%CMtrHM> 
28 24% CW la* 
11% 10 CW 


25% 19% OgrtllBi 2S 95 91475 Sft U% 24% ft 
6ft5T%UM> an 02 483888 B% Sft 80% +1% 
049 15 16 715 31% 30% 31% ft 

17 407 34% 34% 34% * 
044 1.1 19 2393 36% 38% 3ft 

158 54 H 1051 34% 34% 34% 

152 £9 13 311 n4S% 4ft 4ft 
018 15 26 6B7 15% 15% 1S% 

096 55 19 72 18% 16% 16% 

020 05 18 1487 90% Sft 60% 

055 05 IT 3D lft 1ft 10% 

161 15% 1ft 15% 

150 15 »SB5ia% B% 101% +1% 
19 202 b 43% 43% 48% ft 
250 59 13 94rt2% 42% 42% 

OB 72 11 766 15% 10% 1ft 
020 OS 11 712 40% 4ft 40% 

£12 04 II 117 33% 32% 33 

156 OO 12 401 26% 2ft 2B% 

OB 7.7 9 5841111% 11% 11% 

67 43% Cart tag 020 U 25 052*7% Oft 67 

1ft IftOrtVM 098 01 7 KB 11 >0% 10% 

28 IBCadSM 1J4 84 10406 20% 20% 2ft 

33% 28% CotaT Ax 037 12 14 120* 31% 31 31% 

42% 29% CaDlf 2B 3021 40% 30% 40% 

20% 13%OMfit? 13 3890 15 74% 14% 

Sft 41%Ongh 020 04 17B 48% 4ft 48% 

020 15 IT 385 15% 15 15 

149 7% 7 7% 

£46 25 133307101% >7% 97% 

372 H 11 U 

052 0.1 28 1453 13% 1ft Ift 

258 55 12 64 38% 3ft 36% 

OB £4 42 333 33% 32% 33% 

£32 32 » 702473% 71% 71% 

056 £5 264 25% 25% 25% 

051 03 222 1ft 1ft 16% 

020 15 1331 15 14% 14% 

t3 8B o6% ft ft 

18 1237 45 44% 44% 

30 47*37% 36% 38% 

159 49 GWR5* 33% 3ft 33% 

1.16 19 204157 62% 61% 62% 

332 19 12 ItaSdtrft TT7% 178% 

081 9l* 224 8% ft 6% 

£« 62 » 122 Sft 3ft 3ft 

040 15 21 1648 31% 30% 31% 

036 15 ttBBZoZft 23 2ft 

6 1557 2 1% 1% 


1 ft 11 %Oripta 
7% 4%QMHfct 
Tift 64% Ota* 

1 % %Ota *6 

24% ftCMfir 

37% SOtart* 
35%Z7%QWP— 

73% Bihammx 
2B2ftO*M? 

16% TftCMMFHfe 
16% IftCdrtrx 
ft 4%CMCfcM 
45% 3ft oca 
37%a%Chdlfen* 

3ft7ft«tah 
62% 51%Qrtt 
nftothcta? 
ft ft Ota 91* 

40% aACfcopti 
33%2fttaBrt 
24% 17% CMrt? x 

2% 1%0M|ta0 
35% BCanr 
37 33% taco* 

40% 2ft (ktO 
aft23%>Otafe 
127% 99% tap 
OftoehCfegRSU 
101 BBCtroPQN 
12% fttaBAx 
12% 9 CBrns* 

2ft 2ft C87 IBM 
27% IftOE 

1ft 120rtS^ 

iftlftCfetattX 056 05 IS 1221 
9% 7 %QbN*G 051 U 195 


+% 

+% 

ft 

ft 


ft 

ft 

3 

-s 

*TM 

ft 

ft 


150 55 181713 34% 33% 33% 
35 34% 34% 


£12 01 152291 35 34% 

014 04 283*43 37 36% 3ft 

2ST3W 2ft 21% 24% ft 

£10 15 1SI94Q1lS% lift 116 <2% 
650 62 Zlrtft Bft Bft ft 
750 7.1 a 99% 99% 89% 

122115 9% ft ft ft 

12 DM 9% ft ft ft 

044 15 IS 870 2ft 23% 2ft -V 

on 03 X 817 27% 20% 

012 06 191371 1ft 18% 

IS lft 

9% 9% 


St 

ft 


94% B2%Ow75B 756 01 a S3 83 

45% 41%tfeiai 1 JO 3.1 8 335 «% 42% 42% ft 

94% S2%MdB 750 01 a 91% 81% 91% 

130 97%Ckn* £32 18 0 801aUB% 13% 160% +1% 

4% 1% CU.Gr** 2ia 2% 2% Z% 

10% lOhCNACOM 098 OB 62010% 10% 1ft ft 

33% ShCVUtai 040 7X D 3696 034% 33% 34% ft 

3ft IftCHdnan* 020 12 91064 ift 18% 16% ft 

46%35%CtaSB 65 IB 46% 45% 45% ‘ 

tn%43%C0B8x 0.40 09 101633 51% 5151% 

BSIVCtaC 09 ft# 4777299 66% 6ft 66% 

2215.71 Cco£a 052 02 7610 21% 21 21% 

18% 12% Coax Odn 015 1.1 2627 lft 13% 13% 

36% 28% CDggtfX 112 03 24 6619638% 37% 30 

18% 11%Coatai 332 17% 17% 17% _ 

B% 45CBVI 1.10 TJSM3BuM% 63% 64% +1% 
jftCrtxfei 054 02 53olO% 10% 10% ft 
7%mbrt?X 055 65 2C ft ft ft ft 

068 01 B eft 7% 7% 

651 M 296 u7% 7% 7% 

OB OS 18 £99 66% 65% Sft ft 

104 01 1617341 38% 37 37% +1% 

158 75 22 289 22 71% 21% 

S Z7%C0n9EDX 028 07 17 838 38 36% 37% +1 

SftCMS 1.72 27 17 1145 r£4% 63% 64% 

T3%11%CMMEX 05* 4.1 13 1« 13% 15% 13% 

30% D% tanf AW 052 1.7 11 196 ‘ 

25 MCtaCIU 190 75 S 

2S%»%DnSeoa £00 79 3 S7i0% 25% 

15% ft 


10 % _ 
ft 7%QM?X 
ft 7%casd?x 
7% 6%C0bM£x 
Bft BCDEKX 
44% XhCoICA 
23% IftOoMK? 


CDgnn%7 
Wt TlCwfe 
ift IlhOtaCr 
57% 37% Cnfert 
62% SBOoCdf 
33% W4Cta»t 
28% IftCBWrtK 
14% ftCMMMM 
61% 48IMgn 

25% Sft Cared PK 152 U U 63 22 21% 21% 
34% 21 CanEat 152 55 12 100 22% 22% 22% 
4l» 87 0 69% 80% eft 


673 15% 15% 15% ft 
aZ7B1KB%KE%HB% >1 
621 lft 13% 15% *1% 
010 02 BH2«i67% 56% 57% +1% 
31 3158 78 77% 77% ft 

005 02 46 517 3A 32% 32% ft 
020 09 30438 23% 23 23% 

6 905 10% W% 1A ft 


L09 15 6B2SBi0l% 60% 80% -1% 
21% 


7t%6ftGW6U5 
3ft zrQreBx 
72% BCWBPr 
57% 47%ead*6 
57% 47% Cornf 
44%30%CWSfeB 
*3% 3ft Ow» 
«55%e^*Wx 416 79 
nt% BCEgr745x 7.45 75 


21B 7.1 B6R8 29% 23% 


SB 7.1 3 70% _ _ 

791 £6 W 9*4 54% Sft 3ft 
158 £1 IS 446 5A Bft 
23 000 4ft 
M2 05 »MW 4ft 

a 9% 55% 55% 
a 9ft BA 9ft 



IftlftOnta 029 19 SB gift 1ft lft 


_ _Cw.HH 11.18122 93 9% 

•art. iAiwhX J 11 7T* >07 L 


9 % 9 % 
Ti M. 


5:1 

a- 



CCBtax LS 
ISGowmtX 054 
lft l2\CnWz 024 
S «% Con* 198 
53% 33% CmQgz 0J2 
31% 2*% CaortyCr 032 
S%£4%0NMr 124 

2ft 14% Como 
18 iftOdg 

43%27%QMX 050 

'18 l3%Cartl? 044 
36%3ftCnRl -1.18 
16% IftCMWf 140 

2% ihcnuoR* on 

aAlftOonpfeBt 095 
Sft5l%Cnwat* rn 
27% lACtAM 
ah 63% Coin 
06% 44%feorefei 1.10 
11% iftCotakix 052 
Sh40%Q*tM9» 150 

14 11%CVRrt 1.18 
5A SGUS 044 
18 iftCfluSn 
25% TlhdftB m 
42% 33% Ota? 


YU. * U Cta 

% I rag. ta ire feat Cta 

25 16 2960 52 51 51% 

15 16 1948 Zft 22 2ft ft 

u 13 aa «% 17 % up* ft 

89 17 2798 54% 53% 54% 

15 337404*64% 83 54 +1% 
U 11 3621 S 27% £7% ft 
4 4 26 <408 20% 20 »% ft 

78 9U W% lft 11% ft 
2 44 1ft 17% 17% ft 
15 20 BIB 43% 42% 43% ft 

£7 21 34 ift 1A 1A ft 
39 19 842 *S% 38% 38% ft 
85 IS 633 1 A 15% 1ft ft 

2.1 3 a 1% 1% 1% 

02 " 2BS 2ft 22% 2ft ft 
1J 263114 57% £6% -57% ft 
573109 23% 23% Zl% ft 
02 121 1B134%155% ft 
U 16 rexufft 84% 08% ft 
1A 12 IB 11% It 11% 

1.7 M X B Oft SB ft 
01 10 53 12% 12% 12% 

09 20 994 4ft 47% 47% 

46 4163 13% 13% 1ft 
32 441111(25% 24% 25 ft 
17 679 3ft 38 Sft ft 


S% 22% DR. fill? 

41 22% Orta S* 
S7%3B%0ta?x 
B SBOMfeffe 
15% I1%0tad? 
ft ft Data 
2*% 14% 


ft % 

53% 35% 0*10(1 
ft SMLB 
11% 5%DaHgoHR 
40 SIOaaFMrt. 
8% fhDreflCr* 
54% 39% Orel 
Zft I6%0rtrtl 
SOh Sft Kart 
0 ft Dart MW 
Zft Data 
3ft 29% Da Oy 
32% 2A Otar Op 
33% 25%0NgPWi 
76% 55%Dfeg06Dr 
27% 4% tag Cop 
44% SOUrtix 

3A S«6 

34% 28 DM 

26% lAOfBxnfx 
86% BftBaiqr 
43%32%DrtM 
«l%33%DHMf?x 
0% 7%BorofekEX 
37% BhOorttax 
®% 29% Otar 
50% 4ft Oner. 

80% 76% tea 
4$%SftteM 
23% 18% Dwarf** 
29% 26% DOE . 

14% A Don 
3ft 27% tea?* 
10% AlMnMS 
ft 8% Oita a G 
32% 2ft DTE tar 
72% SADsPooMi 
28%lADuaonrei 
47% 41% Otari* 

<z%34%Dwnr 
zft 23% urn* 
ifihKVOdta* 

31 270ML 4-1 x 
26% Sltaa675a 
29% 250UWUDX 
31% 260n|L45x 
13% IftEM? 

58% 26%D|ireocs 


-D- 

156 &7 13 BBS 34% Zft 24 
014 M733B2 58% 3S 35% 
un £2 n wo* ift 32% aft 
018 95 22 1402x60% 49% 4ft 
016 15 269 14 1A 14 

24 3438 10% 9 9% 

24 2706 24% 23% 2A 
0 IB 1% 1% 1% 

OB* 1 2 25 5565 52% 52% 52% 

989 ft 1% 1% 

5 290 0% 6% ft 

OJB 15 22 862 3ft 3ft 39 
050 74 327 8% dB% ft 

050 15 1513210 Sft 52% Sft 
15* ft* 10 600 17% 17 17 . 

OB 02 0 4783 94% 91% 91% -2% 
61 8% 6 6 ‘ 
158 45 30 SM 32% 31% 32% 

060 £5 14 3S3 31% 31% 31% 

056 11 M 934 »% 30% 90% 

048 15 20 73 31% Sft 31% 

28 5236 74% 71% 74% 

» ft Oft 4% 

020 L2 284198 42% 4ft 41% 

75® Sft 34% Sft 
016 05 153Q3 u3S 34% 35 

050 U 16 927 23% 23% 23% 

055 07 30 8722 52 30% 61-% 
040 15 25 482 C% 41 42 A 
£56 75 12 1062 34% 34% 34% 

OK 15 5 382 8% 8% 6% 

056 15 19 140 37% 38% 3B% -% 
076 £0 23 2941 USA 37% 38 -ft 
OB 1.1 17 MOB Sft B 5ft ft 
358 4.1 11 6119 Bft 64% B% +% 
096 £4 22 1657 40% 40% 4ft ft 
052 15 34 38 21% 21% 21% ft 
156 SO 11 310 27% 27% 27% 

17 2B n% 10% tl% -% 
068 25 21 7439 38*2 94% 34% •% 
OB BJ 420*10% 10% 1ft 
0JS &2 0 ft 9% 9% 

256 75 14 2084 D% 27% 27% 

450 Kt ZIB 70% 70% 7B% 4% 

17 45 27% 27% 27% ft 

£32 47 13378 45% 44% 45 ft 

£04 S3 20 138 38% 38% tt% ft 

OB 3.4 3G4 3ft 25% 25% ft 

£9 £3 18 08(3112% lift 110% ft 

206 07 0 30% 30% 30% 

150 U a 27% Z7% 27% 

£00 75 X10B 28% 28% 26% ft 

£10 65 8 30*2 30*2 30% ft 

17 74 1A 13% 1ft 

029 03 20 98 87% 9% 57% 


ft A6CCM 
24% lahEGSfi? 

6 1%EAdds 
61% 43% £**»*■ 
1ft l6%ErtUfe 
38% 30%EEl«srx 
eo%9Atao? . 
B4% 73% BtSdrtz 
81% 67*4 tan 
35%29%BMl 
42% 3ft tart? 

2% MtawBn 
23% 19%E0*M . 
41% 30% EdaaHEx 
ft 3% tar tan 
43% Bta ADR 
28% 2ft BrelZip 
40% 32BK* 

Sft 44% BMW 

9% 8 H5C3C . 

41% 31%aBlfep 
ft 7%EngGra? 
55 fiEwfix 
7% 8%E*XXDUS 
19% lAtaMOk* 
18 lAEngWCA 
82% 59% BxWaADR 
J4% SEMrgmCe 
37 2ftEtaUR 
4ft ZftEqgfWta 
2A iftfegta 
11% lliMta 
Zft 21% Enow x 
45% 35% taw* 

27 17% tarn OK 
55 40% SwaW 
M% re%6Mrebx 
2ft 22%Ertgy? 

1% 1%EWtafe 
33% 26%Egrt.x 
Si] 23%BjrtD»* 
32%27%Bptata 
S%39%areH 
32% 23%Elfeta 

W% AB* 

17% 14%Btf0rt? 

18 15% Ettdrior 
«%3ftBrt? 

62 *3 A Boon. 


- E - 

123 ft 8% 8% 

OSB 25 18 957 20% 1ft 2ft 

414 ft 3 3 

020 02 32 397 6059%5A+% 

155 03 11 »3 18 17% 17% ft 

150 45 12 BB 36% 34% 34% ft 

I JQ 25 13 U19 60% 5A 5ft ft 

1JB 11 31 5B2 BA 83% 84 ft 

1JB £1 17 74582% 81% 82% *1 

050 £7 14 1922 33% 32% 3ft ft 

054 1523 BE7rtZ% 42% 42% ft 

a 1% t% 1% 

LOO 45 14 853 *23% 23% 23% ft 

072 15 11 1738 3ft 37% 38 +1% 

801 5% 5% 5% 

1818*43% 42% 43 ft 

058 15 22 68 28 27% 27% ft 

050 15 48000 38% 38% 38% +% 
054 17 284119058% 55% 55% -1 

■ 28 148 ft 7% 8 

23 8797 30% Sft 38 ft 

OHS 02 877 BIO ft 9% ft 

156 £0 22 6291 USft 84% 54% ft 

047 07 B 7% 7% 7% 

158 75 14 469 17% 1A T7 ft 

OJB 05 165447 16% 1ft 15% 

1.11 15 18 202 79 78% 7ft ft 

150 3513 102104% 34% SA ft 

1356 037 Sft 38% ft 

48 4112 42% 4ft 41% ft 

OJB 17 IB 855 21% 21% 21% ft 

062 85 12 180 1ft 10% 10% ft 

156 85 12 1225 2ft 2ft 23% ft 

OB £217 8910 41 4ft 40% 

012 08 222183 2ft 18% W% ft 

30 5344 53% 61% 51% 4% 

050 09 B 333 21% 21% 21% ft 

150 67 14 «12 27% 26% 2ft ft 

140 1% 01% 1% ft 

035 1.1 24 1812 31% 31% 31% ft 

050 06 304462032% 32% S% ft 

1.IB 40 2M74S 2ft 2A 2A ft 

034 07 37 300 »% 5ft 31% ft 

12 240 B33 32% 33 ft 

05055 11 723 9% A ft ft 
018 OB 241 17% 1ft 1ft ft 

1.12 7 5 W C% 19% 15% 

15B £9101202 44% 44% 44% ft 
154 £7 1928133 61% 6ft 61% ft 


11 % ft FA kart 
1ft Vi FT tart 1 
24 1ft FabQtaA 
45% aft taw 
8% A taw 

it% 7% tart he 
3S%2Btttallfeln 
2ft 24% tat Mr 
A A Fare. 

57% 42taEm 
3ft ritaaw* 
27%2AtaMS« 
36% SMfeB 
38% » Farm Cog* 
tft rehFUta 

74 3ft FBI. 

«% nhtaMf 
47%3BUFM«>» 
84% 67%F*05S* 
13% HMBirtn 
29 22% Rate 
8ASO%H30BDx 
40% 31% Fact) 

18% iftFWFd 
1ft 12%FBP0*F 
05%72%«IU«X 
14% 11%FrtMX 
34% 32% FftdUSA 

57% 48% Rung 
T%25A«rCe 
i%48%taaffi 
29 24%taaEn 
lft 15%Fto0fcr 

StaRpx 
... 11.3 Horen 
e%«AF*0» 

?5% 46%fta 
74% KftHCCp 
St\ Ohfter 
38% 3ft PH 
8F«fcr 
sfttam 
35% Fafflrtx 
<7% <2% HLx 
11% lARnQg 
A AFrmmx 
B%4459taHta 
47% 32% FrodNejer 
A AftHrt* 

A 3%MM 
3Z%a%fMUI 
33%25%FM» 
34%28%MCSB 
26% tanfe 
1 A tare 
22% tartan 
MtaABEatx 
ifttaWtai 
20 Fast 


Zft 


5ft 47% «n 
ft ftBICfat - 
4ft»%6Ei 
iA iAstefijb 
9% AfeMEq 
33%2AB^g 
04% 71% aw?* 
38% 28 tec x 

2A 2AGartfirtx 
44* 34% GCCoa 
»V llhtan 


- K - 

n a iA iA w% 

UN Ti 03 tft <tU 14% . ft 

15 896 B4 23*2 23% ft 

an »i mzmatePt <s% «v ft 

M 30 0 7% sft 

16 181 A A A ft 
040 1.1 20mi2 83S% 34% 3A -ft 
158 85 a 1153 2A 25% 25% ft 
058 15 10 231 ft A 6% ft 

18 2853 86% 5t% 95% -1% 
048 15 1«0 30 29% 23% ft 

057 2518 429 a 25% Tft ft 

23 5277 3ft SA *% ft 
052 15 1* 452tfl8% 3A 3ft ft 

7101A It Mi A 

058 15 6 074 « 38% 3ft ft 

Ore 08 18 298 17% 17% 17% 

158 £7 tt 4»«7% 4ft 46% ft 
T56 £3 IS 2520 B?% 31% 8Z% ft 

S 5013% 13% 13% 

02Z 15138929 2Z% (81% 2 ft 

150 £7 13 6312 80% 5ft SA ft 
058 02 250974 40% SA «h +1% 
021 U 489 17% 17% 17% 
150107 IB W% 14 14 ft 

ZS ZB 1*8328 90% 88% 8ft ft 
044 34 41 820 lft 12% 13 ft 

054 05 31 3789 SA 4ft 4ft -1% 
156 £8 15 295(57% 56% 65% ft 
044 £8 15 1530 30% 3A Sft ft 
150 35144388 .62 Sft 61 ft 
054 £3 12 1950 28 27% 2 

058 04 2922B*8% lft 20% +1% 
2. W 74 11W44 28% 3% »% ft 
043 25 a 621 1ft 17% 17% ft 
06* 12 24 169*52% 51% 82 ft 

078 M 183124 54 53% 83% ft 

13 B5B 74% 73% 73% 4 

2081 22% 22% 22% 

158 44 88288 Sft 37% 3ft ft 
MJ 65 261 ft 8% ft ft 

I.S' 45 re a .3£% 31% 31% ft 
054 £i 2D 480 3ft 30% 38% ft 
152 O 13 2621 46% 45% <5% ft 
058 07 SB7 10% ift ift ft 
054 02 196 rt% 8% ft ft 

032 05 S 1213 (Bft 67% 68% +1% 

22 826 847% 47% <7% +% 
MO 19 41 3 ft A A ft 

0-10 298 3 S A 5 

038 T5 32 S3 2627% aft 
050 33 24 1573 27% 27 27 ft 

OH 11 32 MB H% 2ft 2ft ft 
050 17 10 BO *36 35 Bft 

057 45 233384 1ft 18 % 1ft ft 

164668 35% 34% B% *1% 
830 M 3318A 10ft 10ft +Z 

13 114 2ft lft 20% ft 
024 U 178 Zft 2ft 28% 


-e- 

1J4 35 II 382 S% 

<35 5% 

158 4.1 t»«a «% 

125 65 XHOnl A 
190101 2716 BIO 

154 38 11 184 »% 
144 tS » 2313*94% 
050 09 2112318 3ft 
140 15 a 507 22% 
a 46*44% 
OB 28 10 1065 71% 


SA 35% 
A A 

*•%.*% 
lft tft 
9% B% 
»% 31% 
Oft 9ft 
3<% 3ft 
22 % 22 % 
«3%|44% 
20 % 20 % 


22% 2ft Ottar 
75% BftaaDfB 
63% 47Utafiac 
A ft Son Hoot 
lft fttaMwa 
SA 57% QM 
BAsehartfex 
64% «CoNUx 

177% mean 

4A3ftta% 
sft sAfinatrti 
25%31%QM 
lft AGauxee 
A Zterea 
23% 11% Gan* kc 
3M% 23UtaX0U 

.a aagua 
b Trapp 

ift 13% saw Sd 
M% 12%GotnNVK 


17% linGfelR 
ft 6%f 


iA 


•at n m am 

K « in fe [re oarti 

020 03 299g22% 22% 22% +% 

154 ££ 18 1665 74% 7ft 74% ft 
in ij zraaouft a% 83 
32 ft ft A 
052 32 ■ SO 9% ft ft 

£00 32 81 45R 81% 6ft 61% +1 
250 35 711811 57% Sft 67% ft 
UB 15 214246 32% 8ft 96% 

£20 19 B 1595*178% 17ft 17ft 
192 £3 18 4B 43% *A <3% ft 
86 4S Sft 58% 5ft ft 
. 210BI4A 24% 25% ' 

31 B» 14% 13% 13% 

485 A 3 3 

14 SU lft *% 18% 

066 25 18 1844034% Sft 34% 

032 15 IS 963129% 9% 28 

350 £3 393933 87% 87% 97% 

032 17 a 488 18% 1 A 18% 

047 U 13 14% 14% 1 A ft 
M2 07 SB17% 17% 17% ft 

2 ZIB 7 7 7 

020 UB 48 14% W% 14% 

656 0» 839632*4% 9ft 93% ... 
OKI 15 36 435 ft 6% ft ft 

1.15 u asm 40% 40 4ft ft 

09 15 « 354W1% 40% 41% ft 

14 91 19 iA 1ft ft 

1610909 »% 23% M ft 
04*0619703 70% 89 BA ft 

1.10 £5 8 803*44% 4ft 44% ft 
1.12 LS77 36B<6ft 89% 5B% ft 

a ia s% A ft 

250 U 12 2380 34% 34%. 34% ft 
058 1.1 31 ua SA 60% Sft ft 
158 14 19 IBB 7A 7A 7ft ft 
1787 13 12% 13 ft 

1.12 35 37 37% 37% 37% ft 

OB 14 14 678 28% 27% 2ft ft 
OB 19 13 » 4ft 4ft 48% 

850 105 1 3 SB 57% 57% 

150 25 771954 m% 4ft 51% +1% 
£12 85 12 46 2ft 23% 3ft ft 
030 0515873 A A A ft 
in LB 18 612 aft 82% 82% ft 
14 218 14% lft 14 ft 
017 13 817 U% lA 14% 

1BS2 A A A ft 
034 05 24 5880 6B% BT% P% ft 

010 01 67 4767 77 75% 7S% -2% 

044 £3 II 242 lft lft »% ft 


-H- 

24% IftMCUMRxOB 45 18130GB 3% 22% 22% -ft 
1ft IBMEPnn 13 79 11 16 17% 17 1ft ft 

150 13 SJ127S3 62% SA 82 
S B 27% 27 27 

032 25 3 2S7 12% lft 12% 

IB 79 19 52 1ft «% 


ewap 
10 aw mb 

natoe 

A A 
<A29% 

41% 31%GWo*a 
a% re%Mhdr 
-2Al7%GkWlfe 

reSftGHRtX 

4*% 35% area* 
59%«%Gdrrex 

A A tecta 
B3ABU 
57% 41% gwtrtfx 
62% 70% drew 
T4% Oaten 

s% aew 

32% 2AGWPT 
5A 41% BlrtreC 
58% stawirt 
4A2A6MHP 
2ft 22% GraaaMP 

41% 2ftaite? 
04%4Aanp*R> 
H% IftBrtOD 

U% I2%anrt8p* 
7% 4%BWrtB 
77% SrhOcd 
7AB3%a*recp* 
ZL78 17V QBrtU 


Bft 8%HdMox 
2A 15% Hrti n ul 
lA lAtaackM 
15% 14% Ffccdirt 
DhlAlfCortJrt* 159 75D 68 21% 


»% 


37% 31% Horn a 


n% . 

74% 17% 

A A 
19 12% Monet 
44% 3AMBZ 
Bft 41% MW* 
48 37% Max 
68% <2h Marx 
BrthHaritac 
22 16% Hred 
51 FB 

.12% Went* A 
A 7%nyutK 
A Auiutax 
m% 17% item 

15% lAnraggN 
47% SA Marton 
3ft Mtartx 
m% astartx 
8ft 47% KwDrt 
16% 1ft hrerti 


± 
a 

+% 
+% 

1 

ft 
+1 
+% 
. ■% 

LB 20 3142 M* 73 7ft +1% 

228 AA a 257 82% 51% 5ft ft 

OB U 14 373 9% A A ft 

1.14 01 a 14 14 14 

X £44 75 13 IB 3A 3ft 3ft ft 
L44 73 16 520 18% 18% 18% 

£44 73 IS 342 33% 33% 33% ft 
1201621% 21% 21% ft 

32 8218(24% 23% 24% *% 

330 A BA 

038 1.7 B 3012 17% lA 18% 

1.18 £6 23 7006 *A 43% 44% 


A A Itntew 7Z10 7% 6% 7% 

17% 12% tart; tan* 024 IA 7 518017% YI% 1ft 
24% 1 A Horn?. 042 18 17 688 2A 22% 23 

» 30% tartar* 054 15 19 235 35% 34% 3A 

22 IBHtananMR 038 U SOB 2A 29% 2A 

48% 42% taR&1 072 15 19 845 4A 47% 4A 

B lA Hartal 050 13 547 23% 23 23% 

4733%Hrtqr0rt 038 05 23 784 46% 46 *A 
56% 32%HaartM 030 05 14 906 4ft 42% C% 

4A 38% Hartp? 040 15 18 17B 41 41 41% 

20% 15%Hmttat a 1988 tft lft Tft 

80% 67% Hand i 152 IJ V 732 6ft 88% 8ft 

39% SAlfertO OB 11 « 484 3A 38% » 

31%a%MM«0X 898 03 73 >54 3ft 3A 3ft 
nSASFrtx 
6ft 44ttBSrt? 

IA SFtotre 
1ft IA 

20% 17% 


a 


052 09 a 1283 SA 58% 57% 
150 £1 n 1878 4ft 4ft *A 
050 U 30 103 Sft S% 3ft 
055 1.1 2D2EB99 54 52% 53% 

IS 19 
55 S% 
14 1ft 
7% 7% 
A A 
21 21 % 


607 1ft 
42 9778 5A 
032 £3 162872 14% 

072 95 IB 7% 

0« 93 B 8% 

65 H% . 

082 4.1 17 16 1ft 1ft lft 
OB 1.4 22 017 47% 47 47% 

032 13 31712227%. V Z7% _ 

an a/ a imtt% m m% +t% 

050 05 31 9328 66% 84% 65% 

oa ii a son ift 13% tt% ft 

88% Sfttartrtmx 022 M 18 363 81ft Bft B% ft 

76% 83% lkfrtl « 130 1.4 2 1710 7ft 74% 7ft ft 

5ft 38% Ihtrtal x 054 1.1 15 511 *31 40% 50% ft 

19%10%faCIB>fe 78 1482 ill A 19 lft ft 

Z7% 23% Finril - 062 25 a 510 2ft 24% 2ft 

24% BHartre 012 06 B 1633 21% 21% 21% ft 
IA lAtate 2063 17% lft 17% ft 

«% AtateiSr 24 38* 1ft lft lft ft 

0>%52%HotexiH 098 15 21 KCn60% 50% 60% ft 
NlhTAMdl 158 15 181527 1021B%101% ft 
ift lAtert . 0.18 09 a IX *19 ift ift ft 

4ft 4ft FkXtrt 154 25 21 2S5 48% 45% « ft 

D% 14tateRfe 006 U IB 807 17% 1ft tft ft 

14%12%Mflyte 034 £5 34 US lft 1ft 1ft ft 

*3% SftttpuSrt 044 1.1 12 232 39% Sft 38% ft 

Ml7%tartt 8949 23% 2ft Zft ft 

M* 18% MtMbC 038 £0 14 47 18% lA 18% ft 

9% 4%iMte 7 a 5 4% A ft 

A SHjgattn 090 04 TIS B% 9% 9% 


25 22%BPkx:x 

T3% ftPTko 

12% io% FfTtaur 
A 1%I7Ka 
31%28%UrtoPn 
Sft 23% Ho? 
48%a%ln06* 
38 OWC 
3A 27%8PM5B 
31% atpio 
3S% »% Karri 
47 42% rtnAta 
27% 2ft Bo? 

S% 45D 
31% ahtoan 
42% SftrtOBttrt 
3% ArtoM 
28%2AWrtBc 
Tft 15%IMhWX 
37%30%rtg 
>3%re%M*M 
27% ZZ%WB»Br 

11% ftkrtM? 

5ft «i% fepw 
27% tAub 
74% lAfertMp 
re% lAfeStex 

A 4% Urtd 
16% lAfefeogx 

sA ishim 

47% 40 id If 
aftiAwtu 
4A3ftUPrtx 
80% 47kfertx 
4S%3AkWl* 

2A IftManUfe 
SA Zftrtrtrtz 
4% 3% hfettfi 
18% I A WBarrtT 
17% 10% HM 
8% ftHTaCrt 
21%lAtawna 
55 44% Ms 
32% 26% Wo Eat 
16% l4Mikre 
17% 11% taonsh 

10% Afefia) 

81% 41% BT Of 
2ft ahlTTii* 


52% 4ft JHnrPF 
12% ftJMpata 
aftzshwaKBt 
s% Afebma 
7% AJrtOto 

<4%5l%JrtP 
WhlOOhifePTB 
21% 11%XGH 
12% ftjoaun . 
45# sftjnncnx 
82% 4ft ■ 

A 6%. 

25% lA. 


-I- 

0*0 04 12 1546 23% 2ft 
25018.4 2 105 11 tft 

090 77 17 810 TT% 11% 
a n< a2% A 
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5ft«i%Prtff aa i5 

34% 27% MU 054 07 
1ft ftnaxMgW oas 95 
J% ThnrtWfir OH 00 
lAlftMwferGr 096 00 

(t% iftnomui ore 60 
ft 8 nutate d U3 8.7 
A 7%Pl0adfem B5B 6.1 
41% 3ftta*0? 1.14 ZB 
VSV Vft ten ax 040 £7 
28% 2ftOoun? OH 25 
ttSfttatafx IS £0 
2S0B 19g0rt±Kl|i 02* 10 


-P-Q- 

H MS '58 57% 57% A 
8 43 13% 13 19 

2* 15% 15 15 A 

41 220 14 13% 1« A 

13 1822 46% 46 48% A 

1310932 20% 20% 20% A 

14 688 3A 32% 39% A 

107079 37 3S% 36% *1% 

37 2943 34% 23% 24% A 

16 3751 047% 4ft 46% A 
IB 3D 2ft 25% 25% A 

5040 1ft 9% 9% A 
19 1857*58% « 55% A 

104483 48% 47% 48% A 
fl 8398 lft Ift 18% A 
zO 80% Bft 88% 

22 3522 51% 51 51% A 

35 183HD% 26% 27% *1 

15 2501 57% 56% 5ft -% 

17 218 3<% 34 3ft 

12 795 (Oft X 3ft A 
182072 S% 31 31% A 
5032CB 37% 38% 37% A 
» B3 76% 75% Tft A 

81222 13% 610% 11% -2% 
12 237 A 4% ft -% 
a 152 X 35% 35% A 
34X380189% 106% 108% *1% 

15 007 23% 23% 23% +% 

X 10841 3ft 34% 35% A 
122929 85% 85 BA A 

it RA 19 IA A 

1642530 43 42% 4ft A 

19 1002*91% 60% 60% A 

12 4755 43% «% 43% A 

20 475 lA 13% 14% A 

16 ID 7% 7 7 A 

60 71*10% 10% 10% A 
14 322 25% 24% 25 -% 

21 53101)23% 22% 2ft 4-1 

ID 18 17% 18 A 

re in 11% 11% 11% 

18 151 23% D% 3% A 
20 9103A 2ft 3ft A 
1312SJ 30% 30% 3A A 
X 1832 71% 7ft 70% -% 

08 13% 1ft lft 
2ZI3XU72% 71% 72 A 

19 318 31% 30% 3ft •% 
14 254 S 51% B 
71 437B 1ft 18% 1ft A 

» 6* 12% 12 12% A 

6 347 *30% 3ft 30% A 

20 883 17% 16% lft A 
11 3303(67% Sft 57% +1% 

13 45X 42% 42% 42% A 

34 045 <1% 40 40 -I 

a 953 51% 50% Sft A 

22 ion uS2% 50 52% *1% 

21 40 4ft 49% 49% -% 

*5 220 1ft W 16% A 
a zi» 10% 10% 10% A 
E 16% 1B% 16% •% 
25 2389 84% 83 83% A 

20 214 43% 43% 43% A 
11 901 22% 22% 22% A 

0 55a 20 19% 20 A 

23 2878*53% 52% 53 A 

24 172oB3% 8ft 6ft A 
DIIEErtft 27% 27% A 

28 444 Zft 24% S 

1 a a a a , 

29 7532*139% 13ft 13ft -#2% 
18 308*80% Ift Bft A 
28 1437 3ft 38% 3ft A 

16 204o4ft 48% 48% A 

171048 58% 55 Bft ■% 

126237u8ft 50% H A 

rt 81 81 81 

10 28B 24% 24 24% A 

» 486 17% 17% 17% A 
24 338 27% 28% D A 

17 6B 24% 24% 24% A 

18 M 50% X 50% A 

13 1® » B% 32% 

B 10 % 1 ft ift 
IBS ft 7% ft 
84 01 A 14% 14% A 
308 11% 11 11 

192 8% ft ft 
S38 *8% 8% 8% A 

22 24SB 4ft H% 4ft 
34 4H 1S% M% 15 A 
« B4 2ft 27% 27% A 
aim 41% 4i 4i A 

to BS 21% tft 23% A 


51% 41% RMn 
41 22%BMdDk 
32%2AMHrt 
3ft feta 
12 % AfhBwc* 

» Stikfert 
4A 37% Repot Mn 
Bft 79% ROW 

42% 2ft IMn A 
17% 7%l 


- R - 

3ft 30% RUBxg OH 15 9 57 31% 31% 31% 
13% 1ft FOCTdwx 120 104 4319 11% 11% jft 

W% 77%HrtPx ire 1.4 72 1533 M% BA 94% 
lA tfttante 156 CU 43 104 16% 17% 18% 

8B% Cfehrtlr MB 00 1*1389 74% 73% 73% 
28% 1077 RejJawsF 032 IT 9 £2*28% 27% Ift 
48% 3ft jfemtarx ire 2* S* 42% 42% 42% 
OB 15 IS 4097 50% 4ft 60% 
LB ZJ U 2103 25% 8% 25% 

20 758B 2ft 2ft 25% 

B% 3ft Retook 030 BJ 2D 771 41% 48% 4>% 

12% AMtac* 052 2J25 701 11% 11% 11% 

L2T t0 131084 Bft Oft 67% 
152 £9 13 1B7 43% 4ft 43% 
10< 1414 BM10Z% 101% 101% 
B 390 42% 42 42% 

14 30 10% 10% 10% 

„ « 1« 18)2 lA 1ft 

15 91845015% K% 15% 

SftlftlfenUAx 032 15 184377 Zft 21% 22 

05% SARojertz 1.40 25 0 2100 uffl% 88% 90% 

7D% aRtarftor 108 10 X3278079% 78% 78% 

4A3ftHfeW OB 17 273X8 <7% « 41% 

38% 27MRIH 205 8.4 1711W 3J% n% 32% 

28% l7%iM1t 11 418 23% 22% 2Z% 

4G33%UertHN 4029XO4A 44% 46 

100 8J 9 73002ft 2ft 20% 

I.P TJXWOS 61% 00% Sft 
1 jfcnotanm am u a i i 4 

94% 70% FUdft 100 £0 15 534 88% 87% BA 

_ «* X M% 11% 

ft ftRBMta 71? & 2% 2V 

BoHWfeix mb list m ift a% ia 

15 12% MMUx 020 10 171340 *15 14% 15 

2? SS* 1XD s » W Zft 29% 2ft 

X% W% Rang 32 8220 24% X% -J4% 

B%W%Htei 553 £8 1813587(109% 196% 197% 
U%H%lfe)»N MS U 283*13% lft lft 
0.60 £1 S 1882 a 28% 28% 
032 11 w an 15% 1ft ift 
IX on 10 U 470 22% 22% 22% 
052 1,6 13 332 3ft Sft 32% 

. . . .. — „ Uk U 47S}USft 3A iA 
UllhjVHrtap 018 15 14 5X 
ft flRiraFfe lO £ 4£ * 


2A 15% Real 
I2%Hbm*Q> 


2ft IBRoeME 
70% 3A tart 


29%21%«knf 
17% 1ft taAk 
24%!7%taM 
38*2 ante 

sft »% tarn* 


A 

i 

A 

A 

A 

A 

a 

i 

A 

♦% 

A 

A 

+1 

A 

A 


A 

A 

■1 

A 

A 


A 

A 

A 


30% ShSMM? 
74% SftBSTidl 
14 IlhSrtkrotK 

32% 16% Mg* £ 

18% 14% S6p 
52 42% Starp 
B3 63%SUMorp 
17% l5akrt0P 
TftSftSOM 
3A tftSrtxMj 
ft atanog 
12* BSrtatag* 
17% u%smn» 

81% 401 


-s- 

OB ZJ 174 Zft a 29% 

» BQ 73% 72% 71% A 
1H1M 8 SIB 15% 1ft lft A 
« 837 26% 20% 29% +1% 
008 20 15 *» 18 15% 15% 

23 77TS 48 47% 47% A 
020 U 62 170 81% 81% Bft A 
090 U 12 42 lft 16% lft 
108 £4 10 2750*77% 75% 78% 4-1% 

aim ft ft ft A 

a ft ft ft A 
UB 15 152519 121% 1W% 119% -% 
54 36S 18% 1ft IA A 
064 10 7 4357 53% 54% S 

cmitkwJ on — a pure 




W i tf sc4«i«aittotwi.- *» . , **i-i +<*. 
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NYSE PRICES 


lBuHsnuwd 

3B%3i%6FW>to 

43%36%8«rtrtx 


27* 15% 15% 15% 
MOUB 37 38% 37% 37% A 
Q* 20 2Q44* 41% — 


“ SO 4468 41% 40% 41% +% 
S? 170 U WiBW SB% 57% 57% -1? 

** *5 12 «» 3<% 34% 24% .? 




H 


er% 


-:»T' . 
» 


■*'- 


A" 

-ei 

-+4» 

*; L - . 
■>, ' 
+r 


#-T 


*r 

**■ 

-‘-i 


€. t'V. 


■it — .- 


fc' ** 

ft' * 

ft -?v 

£ 

A <** 

* ... 


B% ASOBNlA 
62 44%ECMmflP 
48% 81% Scfcrfl 
*% KSUttX 
fiacPpSctaMKO 


028 20 34 34 uB% B% 

33 430 53% 53% 

<UB U 011784 047% 46% 46% +% 
12S31SM2 123 11 A 120% -2% 
030 05 26 8224 40% 38% 40% +% 


Bfly 28% Srtnfemlx 0J0 ij is aMiflftfe SB 38% +% 

U >- ^** X «■ 03 *11334 Sft 1ft 18% *1% 

Zft 23 ScOnian 0.10 0.4 14 IB 26% 26% 26% J. 

!2? m 12 280 BM 1ft 14 "* 

“> <M »2 1ft 1ft 1ft 
21% 1S%SMM4 07? 30 IS 234 21% 0% 21% 

ift 15% SNC1.48SX MB 8.1 S 16 16 16 

5ft 37% BW 
42% SAMpm 

34% lftSHOUHBl 
46 3ft Sad* Mr 


1*18*7 30% 3ft 3ft 
0* 1J3 3010 41% 41% 41% 

32 1809 U% 1ft 1ft 
28 723 a»8% 47% 4ft +1% 
0-92 1J 1021430 52% 51% 51% +1% 
150 59 12 m 22% 21% 21% +% 
U* 05 BBulft 12% 12% ‘ 
022 14 80 1820 16% 1ft 16 
080 12 82 78150% 50 50% 

080 (LB 58 20 W% 55% 55% 

050 09 25 3582 M% 34% 34% . , 
072 U IB 818103% 32% 32% -% 
002 07 137B 3% 3% 3% ft 

20 2957 70% 77% 78% +2% 
OSD 25 OB 3770 12 11% 12 

033 25 13 B1 14% 14 14 

4.73 CO 20 298118% 117% lift 
040 15 11 2847 31 30% 30% 

. - . 21 788 ft ft 6% 

23% 17SDMMk 010 05 SB 341 18% 18% 10% 

29% 27% Sfcrzi Pk 42 12 222109% 2ft 29% 

ID 1% 1% 1% 

004 20 15 2560 33% 32% 39% 

11937 18 17% 17% 

242 67 29 75B1 30% 30% 30% 

088 OB 32 1W 1ft 10 10% 


58% 44% StHlRx 
25 2TSdfe»f 
1ft i2%S*onGM 
18 14% Sanam 
50% SftSaqori 
57 47%Sh)u4B 
36 26% Safe) 
SftZftSMW 
4% 2% SmMuU i 
88 02% SGSTtn 
H%11%5mttt 
17 u%aafcyn 
0»%99%SWn7 
32% 24%SMdH4 
ft 4% Stony! 


3% l%StanUpp 
33% 27% Stott 
28% l2%SHcsnGr 
32% ZftSMugOH 
10% 9%Sbfer 
3 2% Safer 
28% 2iaqana 
0% ftSLMa 
58% 38% SUM 
8812 65%SBtfmi 
48% 23% EMhiFd 
20% lBSmcterj 
42%34%Snp0nTx 
65 47% Sntartu 
B9% 45% Stull 
2ft 24% Soon* 

B7 63% Sony x 
18 14% SaOOfi 
4ft 4ft tarn Caex in 8.1 
37 358attCaMx2H) 08 


374 03 ft 3 

5% 24% 


OGO 24 12 254 25% 24% 24% 

008 09 8 48 8% 8% ft 

33 8178 UB1 5ft 61 42% 

1.15 T0 28 5543 88% 87% 87% A 

SSSulft 49 49 A 

OS2 2jB 21 S3 1ft 1ft U% 

080 20 18 058 40% 40% 40% A 

Z713S4 80% 98% 60% A 

1.08 1 A 22 1448 5ft 57% 57% A 

0.72 2J5 16 301 2ft 20% 29% A 

039 04 35 578057% 87 67% A 

040 25 26 1078 16% 1ft 18 A 

2204ft <5% 45% +% 

20 037 37 37 


24% 21SftJnMi 144 04 14 80 22% 22% 22% A 
43% 29 5BXJM 040 0911 1273043% 43% 43% A 

M 2ft SCUR 1.24 54 14 58 23% 23% 23% A 

23% 1ft StnCotx 130 02 13 7504 71% 21% 21% A 

3ft 34% MTU 1.70 U 14 86904ft 30% 40 A 

27% 21% SMtrx OJB 02 175340 20% 28% 2ft A 

20% ftCHMWn 082 43 40 733 18% 13% 18% A 

15% 11%SHMEngy 0» 10 14 331 13% 13 13% A 

38% SftSaMMtt 220 5J1 14 158 37% 37% 37% A 

13% 1D%$ataRto 015 1.1 31 13% 13% 13% 

85 u9% 0 9% A 

016 17 5 lea 9% ft 9% A 
122 2J5 11 212052% 51% 52 A 

1JDD 2.1 17 3828 4ft 47% 47% 

208)48% 84% 05% A 
38 3889 38% 35% 38 A 
0 T30 1ft 16% 16% A 
032 22 19 53 1ft 1ft 14% A 
012 12 24 B42 10% ft ft 
08820 18 120 25% 25 2ft A 

OJB 20 14 110 29 20% 28% A 

1.12 30 15 348U32% 32% 32% 

074 10 21 1102 42 41% 41% A 

080 1J 22 594 42% 41% 42 

072 23 10 29 832 91% 31% A 
040 09 23 3147 4ft 45% 49% A 
35% 28%SMtoftx 080 24 15 81 34% 33% 33% A 

19% 14%SMgBap 036 10 15 40 18% 18% 18% A 

381150 34% 33% 33% A 

9 33 12% 12 12% 

18 2213 32% 31% 32 A 

012 10 7 70 8% B 8% A 

060 13 129 4ft 44 44% A 

2342 14 13% 13% A 

132378 41% 40% 41% A 

342773049% 48 48 A 

15% ftSMMfex 030 13 1813 U% 14% 14% A 

1ft 14%Sbnfet x 030 43 15 29B 18% 18% 18% 

50% 41 SmtoScp 134 29 14 23l5i£0% 50 50% A 

5% 4% Sua&agyi 032 83 7 146 5% S 5 

51 37£tawnr 030 08 22 2W5 49% 48% 48% A 

54% 39% SMKr je 008 13 221233)04% 63% 54 A 

12 ift&naraAi 1.10 93 33 47 11% ll% 11% A 

54% 44% Surtax 000 1.7191782 B54% 54 51% A 

2ft 22% Sl4»lv 028 1.1 1$ 74202ft 25% 2ft A 

34% ZftSuMfct* 130 33132508 3ft 3ft 31% A 

24% 19% SMxHfe 019 03 8944% 24% 24% A 

17.11 SftSpMTK 008 02 25 977 32% 32% 32% A 

1ft ftSynCOp 020 21 13 81 9% 9% 9% A 


9 7% Spates Cp 
io% ftsptano 
52% 41%StX«cM 
49%38%S»ttfx 
64% 37% SR 
42% 29% StJmhHd 
21% IftSUCDMX 
14% 1ft SU I 
10% S%SbnaPadx 
26lj 21%SSProd 
30% 24%SMn 
32% 24Saniuv 
42% 20% SMWkx 
4ft 29USuait 
31% 27% Saw* 

46% 3iAsaktt)> 


38% ZftSBQm 
14% ii% sod 
33% 27% StotjSm 
8% 7% SUHFh 
44% 31%SkxaBM> 
17% ft Slant On 
54% 33% StfTdl 
48% 26% totn 


26% 19.77 Sjmfn 
35% 29% 9m 


036 13 31 670028% 26% 20% 
030 1.7 21 2M1 toft 35% 36 


-T - 

020 33 21 1H uft 


ft 4TC»Btt 
47% 37% 1CF Am 130 22 18 1148 
10 ftTCHCxSoi 034 03 768 

n% « TDK Qxp AX 043 08 38 31 
1% ftTISUQfl 

49% 36% TJX 
27% 16% IWEnlt 
55% 47% TW 


■ ft 

46 45% 45% 
9 0% 9 

77 79% 78% 
SB 01% 1% 1% 
040 03 17 4589 47% 46% 47% 
098 42 ID 124 23% 22% 2ft 


26% SfttmoBJ 
9% 7%TM|M 
4ft 39%TnMix 
lft 11% Tntoa 
54% 40% Tarty 


124 W 33 3533 54 52% 52% -1% 


001 532 34% 23% H A 

4 181 6% 8% 8% A 
134 17 21 61*1 049% 4ft 49% +% 
16 2200 14% 14 M% A 

080 13 827 54 53% 53% 


A 


•"I— -’eyjSw.u.sS 

11% 10% Hum Mil 033 63 2100 10% 1ft 1ft 

2 % 1 %TCCM 3 ) 10 % 2 % ft 

aft aftltaaSn 1.18 43 M 1210 24% Sft 9ft 
59% 4ftlttmf 030 13 17 736 6ft sft 97% 

30 23%T1M)B 098 33 13 GDO 2ft 26% fift A 

gftM% T4Mw> » l«ni3B%13M,lM% A 

!' 17 « a 926 8ft 87% 87% -1% 

47% 32%Ttoiwt 031 13 1917450 47% 4B% 46% 

Bft 49%T9npWt* 1J8 22 32 1502 50% 58 58% 

23% 1ft1bnp8Ulk02l 03 1741123% 23% 2ft 

M%21%7wM8l Z27I 29% 29 29% 

48 Sairtnx 130 27 322963 45% 44% 4ft 
44%«%TtamPk 330 6.7 T2 37 rift 44% ' 
4ft2ftTM(jw 62 6316 4ft 4ft 

ftjw 89 17% 17 17% 

15 IDHTmafl 0.16 13 8 2078 12% 12% 12% 

4 400 ift ift 15 % 

330 11 11 7207 lift 10ft 109% 

<U0 12 7 819 24% 23% 24 

088 OB 11555 U% 87% Bft 
046 12 IB 174 n33% 33 33% 

2.10 04 9 0404 32% 32% S% 

151 3 % ft ft 

130 1.7 203294dES% 5ft 00% 

IB 3 2% 2% 2% 

BM ft ft A 

021 14 440 1ft 14% 1ft A 

27 5705 3ft 36% 36% +1% 
0.78 13 19 879 75% 1ft 75% 

1.12 2.1 22 1B25 104 52% 53% 

9i* 040 14 TB 163 28% 28% 28% 

38 10S 1ft 1ft 1ft 
080 14 23 4864 43 41% <1% 

028 OB 26 540 47% 47 47% 

080 11 11 65S0 2ft 2ft 2B% 

038 08 31833 4ft 47% 47% 

060 UP 32 1632 57% 57% 57% 

1-32 39 14 25D5U3G% 34% 35 

380 4% 4 4 

190 07 Z100 n% 11% 11% 


_ iftltam 
lift 97%Taasz 

29ft Z)%TMBto 
96% 62% TIM 
32%S%TMBte 

42 31% IMUx 

4% 2%TtttM 
9ft «T4dn 
3 ftitamr 
1ft STUCK 
lft lftlMRto 
41% 26%ThmfiM 
78% <ftHfoUx 
~ ThBeB 


♦2 

A 

A 

ft 


1 


Sft 36%T0rt» 
50% 37% ToDtdt Jl 
Bft 5DTdmk 
37% 33TProCaqi 
34% 2596 Tm 
49%3ftTaMM 
S4%22%HtoSto 
31% 24% TjBfiJi; 
24% 2ftltoaulBG 
Bft 77% InsAnf 
Bft 78% Transrtm 
15 10%TtanontB 
74% 50%TnnOBx 

10 ftiumnx 


i 

3 


24% lft 3600X9 
52% aftTiMx 
48 33% mm 
38 28% H6 top 
4ft aftTMtaix 
59%4ftTUUx 
38 22%Tta*ui|l 
4% 2%TBrtCv 

11% leiUMdi 

12 4% Oft 4% 

10% 7%TMKlaC0 056 5J 27 96 ft ft ft 
20 17% Tcfi Ons 10 437 1ft 18% lft 

IB 4804 «% 44% 46 

02B Oil 23 160 48% 48 46% 

1.W 1.7 14 2505 68% 68% GB% 

048 1J 17 4EB 37 38% 9ft 
024 07 40 457B 32% 31% 3ft 
088 19 21 41» 4ft 4ft 4ft 
006 02 78 537 25% 24% 25% 

18BD41 3ft 30% 30% 

1JB &0 10 8 24% 34% 24" 

200 22 15 145SiAft 82 

054 08 13 101 l)B3% 82% 

028 12 26 14% 14 14% 

024 OS 33 7321 78% 71' 

020 24 5 BB ft ft 8% A 

026 12 10 26 1ft 1ft lft 

090 12 1614267 uSft 57% 5ft A 

020 OB 28 2014 rift 98% 3ft A 

032 06 15 145 56% 55% Sft A 

250 7.1 3 35% 35% 3ft A 

241 23% 22% 22% 

084 U 191119 44% 43% 44% A 

094 22 35 577027% 27% Z7% 

068 22 11 906832% 31% 31% A 

3050 45% 43% 44% -1% 

090 22 16 262 21% 20% 2ft A 

3 202 1ft 14% 14% A 

020 26 16 737 7 8% 7 

088 22 IS BIO 37% 37% 37% 

- 014 21 286 ft 6% 6% 

iftltolOHx 020 10 M 123 ulft 1ft 1ft A 

21% Tata Ob on 22 8 2 23% 23% 23% 

020 02 a 5802 63% 82% 62% -1% 


22% 18% 
ftftlM 
4ft31%ure» 

SB 37%Tnxfeg* 

' . 33% TdCM25 
:<JTrtsrcA 

44% 35%Tttn|x 
a%1HCDn 
24%TH*J 
32%T0W4 
l7TmaN 
18% MTasmEP 
ft ftltonf 
aanxppw 
ftitotok 


5i%iyno 

1%Uto 


12% BURS 
38% 29%US6 
34%25%lBTx 
81% 55%IML 
25% 21% DO Cup* 
14% 10% UNO he 

S ift Unicorn 
2ftUttte 
23 iftltohst 
113% WUttr 
2O4I0%UM 
52% 4ftUCmpx 

50%«%i8Cm 

24% iftiMnaxp 

50% 4SUfi3J0 
65 S0 UbB 420 
39% 34% msec* 
BftSftUftex 
48% sftiMmnH 

1 

12% 


2% 2 2% A 


-U - 

1)12% 

8 1832 37% 37 37% 

102 67 11 8404 S% 27% 28% A 
102479 77% 75% 77% A 
1<44 05 15 120S 22% 21% 22 A 

« ISO 014% 14% 14% 

100 70 7 2862 21% 21% 21% A 
044 10 181811 3ft 32 32% A 
012 06 15 8B 20% 19% 1ft A 
223 20 a 201 lift 10ft lift 4-1% 
435 22 3 1718200% 106% 18ft +1% 


100 30 55 844 51% 51% 51% 
075 10 102840 4ft 45% 48% 
28 ffl 22% 22% 22% 
350 09 Z0U50% 50% 30% 

450 70 64% B4% 84% 

204 7.1 123234 38% 36 38 

1.72 20 a 4379 Bft 67% 67% 
100 32 22 592 47% 47% 47% 
17 % IMwTWm 020 10103152 21 20% 2ft 

5%Uhip 1120 7% 6% ft 

7%UrtDxp 23 557 11% 11 11 


29%23%Ukitoni 074 20 19 382 23 27% 23 

16 TftuOoawf 101 70 27 671 M% 14% lft 

27% 23% UdOomU X 020 08 14 37 28 25% 25% 


5B%42%UHK 
32% 23% IMUnn 
8% 5%UkMto 
M% iftUKriMt 
13% iftuwaqr 

23% 18% USPS6 

3B25%lfiHto 
29% BtSfen 
4ft 32%USUCp 
47 29% USSupx 
Bft 65% UUBKX 
18% 151MMXV 
51% 2ftuxnb| 
37% SHtofFnafe 
" 10% Utah Wi 
Z7% WrtCrp 
45% SftUnoto 
4ft SftUMUM 
3ft 31%U5W 
‘ 31%U9M 
_ 16USWKN 
30% 3% UM KBS* 
38% 19%USMr 
ft 8%W0EhG 
31% 2ft USXMk 
SftUBUBx 


009 315113 55% 54^2 55% *1% 

208 06 120702 29% 29% 29% 

028 3.1 14 154 ri 8% 8 A 

102 92 118 14% 14% 14% A 

50 40 014% 13% lft A 
020 Ofl 16 8910023% 2% 3+1% 

3 3930 33% 32% 32% A 
7 258 27% 27% 27% A 
069 20 15 2376 rift 48% 48% A 
018 OS 202345 33% 3% 3% A 
104 1 0 22 3204 *3% 3% Bft +1% 
099 5.1 16 86 17% 17% lft A 
30 »7o52% 51% 5ft +1% 
104 20 15 42B 37% 36% 37% +1 

1.70 as c 212 a ift a A 

106 30 14 DBS 35% 35 35% A 

000 10 » 5023 42 41% 41% A 
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US shares 
continue 
to advance 


Emu, currency worries hit bourses 


Pre-budget 
surge takes 





AMERICAS 


Wall Street shrugged off 
weakness in the bond mar- 
ket at mldsesaUm to reach 
new highs, unite Jane Mar- 
tinson and Jo/m Anthers in 
New York, 

At ipm, the Dow Jones 
Industrial Average rose 53,29 
above Friday's closing 
record to 7,489-07. The rise 
prompted the so-called 
downtick rule designed to 
limi t momentum- 

Otber indices also rose to 
all-time highs as technology 
stocks and consumer prod- 
ucts groups, in particular, 
enjoyed strong gains. The 
technology-driven Nasdaq 
composite index gained 9.74 
to L41L58, past its previous 
closing record of 1,410.18. 
Intel was among the stron- 
gest risers with a gain of $3% 
or more than. 2 per oeni to 
$149%. 

Both the large and small 
sectors contributed to the 
rally. The Russell 2000 index 
of smaller companies .rose 
0.76 above Friday’s record to 
387.90, while the S&P 500 
gained 4.93 at 86254. 

Mr Warren Epstein, direc- 
tor of trading and sales at 
Rosenblatt & Co, described 
the market's strength as “a 
continuation of the same 
things we've been seeing - a 
lot of momentum”. He said 
the Nasdaq, and particularly 
Intel, were enabling the mar- 
ket to ignore bond market 
weakness. The benchmark 
30-year note fell % to 97%, 


yielding 6.801 per cent 

However, Mr Epstein 
warned that the weak trans- 
port sector could have an 
adverse effect on the market 
if it continued to decline. 
The Dow Jones Transporta- 
tion index was down 22 at 
269605. 

Technology stocks such as 
IBM and Hewlett Packard 
contributed to the leading 
indicator’s gains. The former 
advanced $1% to $87% after 
launching a new generation 
of high performance main- 
frame computers, while the 
latter rose $1% to $53%. Proc- 
ter & Gamble was among 
several consumer products 
groups to rise. It gained $1% 
to $138%. 

Comcast gained $3% to 
$21% after Microsoft 
. announced a $lbn invest- 
ment to improve the compa- 
ny’s high-speed data and 
video services. The computer 
giant’s shares rose $S at 
$124%. 

BankAmerica’s shares rose 
$1% to $124% after it can- 
firmed the $540m acquisition 
of Robertson Stephens & Co, 
a private bank based in San 
FTancisco. 

TORONTO failed to track 
Wall Street higher. Having 
reached a record high at the 
close on Friday, the 300 com- 
posite index was trailing by 
8.70 at 6,488.40 at the noon 
calculation. Leaders were 
mixed. Alcan Aluminium 
hardened 25 cents to C$49.70 
but Royal Bank of Canada 
came off 40 cents to C$60. . 


Emu wobbles and a weak 
dollar hit PARIS, which 
ended a volatile session with 
the CAC 40 index off 33.05 at 
258620. Trading was thin at 
i2.iTn shares and the mark e t 
swung within a range of 
almost 100 points, reaching 
down, to & session low of 
2557.07 just after midday. 

Bouygues was a rare 
bright spot, rising FFr6 to 
FFr525 as sum-of-the-parts 
op timism resu rf aced after a 
weekend press report led to 
an outbreak of spin-off talk. 

The conglomerate is expec- 
ted to float its water and 
telecoms operations within 
the next few years. Analysts 
estimates of Bouygues’ 
break-up value range from 
FFr650 a share to beyond 
FFr800. 

Danone, the foods group, 
gained FFr7 to FFr543, and 
Promodes continued to bene- 
fit from retail optimism, 
adding FFr1050 to FFr2,170. 
But the broad market was 
uniformly weak. Ahead of 
today's annual m Acting , Ren- 
ault retreated FFr2.90 to 
FFr134. Michelin, which 
comes face to face with 
shareholders on Thursday, 
lost FFr1150 at FFr323. 

ZURICH, conversely, 
extended its record -setting 
streak to a fifth straight ses- 
sion, helped by some 
denvatives-related transac- 
tions and Wall Street's firm 
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start The SMI index closed 
485 higher at 5^685. 

Holderbank shot forward 
on an earnings clarification 
phis hopes for solid progress 
in Mexico. The shares, 
to have seen strong demand 
from one large bank, p eaked 
at SFrl,420 before polling 
back to dose at a year's high 
Of SFrt.409, up SFI64 on the 
day. Cemex, the Mexican 
cement leader, was in Lon- 
don on Friday giving institu- 
tional investors a bullish 
Insight Into demand trends. 
Holderbank’s local 
operations are number two 
in Mexican cement after 
Cemex with a near 25 per 
wnt share of the market 

Roche fell SFrilO to 
SFr 13,165 as investors moved 
into Novartis, which gained 
SFT44 to SFE254& 


Among other leaders. Nes- 
tle added SFr22 to SFTL850. 
while ABB, the Swiss Swed- 
ish en g in e er that plans to 
transfer thousands of fobs 
from western Europe to 
emerging economies over 
the next five years, gained 
SPrSI to SFrfJSO. 

Financial issues overcame 
early selling pressure to 
close mostly higher. But 
Credit Suisse, a strong per- 
former in recent sessions, 
fen SFtLSQ to SFT195.0Q on 
disappointment that a 
rumored announcement bad 
faile d to ma terialise. 

A MS TERDAM nudged up 
to another record M gh, its 
fourth in succession. The 
art index ended 450 w gfrer 
at 82953. 

Ahold was a firm market 
ahead of Thursday's first- 
quarter results, gaming Fll 
to F126L50, and there was 
renewed strength among 
ffnangal* ABN Amm added 
50 cents to FI 3650 and ING 
gained 90 cents to FI 90.10. 

Shipping leader Nedlloyd 
was the day’s best per- 
former, rising F1L.70 to 
FL 4950. Vender and Vedior 
moved in opposite direc- 
tions. The forma' eased 70 
cents to FI 10950 while the 
unit that it spun-off last 
week r ose FIL 10 to FI 48. 

FRANKFURT finished in 
nnrurfaiin mood after a 
strong start as a raft of nega- 
tive rumours about Emu and 
the German coalition pulled 
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shares down. At the dose, 
the Ibis-indicated Dax was 
3152 down at 3,688-61 in 
tunurrer of DM10.7bn. ■ 

Amid a dearth of corp o r a te 
news, dollarsensitive stocks 
took the brunt of the day's 
selling. BMW lost DM33 to 
DM1,387 and Hoechst fell 
DML37 to DM6957. 

MILAN saw frenetic activ- 
ity in savings Shares of Stet 
and Telecom Italia after the 
government said that it bad 
no plans to convert them 
Into ordinary stock. - 

Both savings shares were 
suspended hmitdown at the 
opening, but later resumed 
trading after the fluctuation 
band was widened from 10 
per cent to 20 per cent. . 

The Stet savings shares 
plunged L1523 to L5.676 as 
its ordinary shares rose L32 
to L8,546. Telecom Italia 
savings shares tumbled L572 
to L3532 and its ordinaries 
edged 19 L13 to L4637. 

One analyst noted thaf the 
normal discount between a 
savings share, with no vot- 
ing rights, and an ordinary 


share was between 30 per 
cant and 40 per cent Before 
the news, foe discount for 
Stet savings shares had nar- 
rowed to 21 per cent and 
Telecom Italia savings 
shares were at an 18 per cent 
discount 

Doubts about the run-up 
to Emu left the broad mar- 
ket weak and the Comit 
index gave up 857 to 75056- 

Parmalat, suspended 
ahead of news that it was to 
buy the Canadian Ault 
Foods, dropped L149 to 
L2511 as it resumed trading. 

MADRID was another vic- 
tim of lingering doubts over 
European economic and 
monetary union and the gen- 
eral index gave up 756 to 
56659. The largest stocks 
bare the brunt of the day’s 
selling, with Telefonica los- 
ing PtaI05 to Pta4^35 and 
Endesa sank Pta240 to 
Ptall.800. BBV bucked the 
trend ahead of a share split, 
adding pta50 to PtalLlOO- 
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Tokyo falls as dollar plunges against yen 


ASIA PACIFIC 


Mexico City declines 


MEXICO CITY ran into 
modest profit-taking ahead 
of the May inflation data. 
Dealers said the trend was 
not a surprise given the 
recent rally, which by Friday 
had pushed the market to 
four record highs In five 
sessions. 

“A pause is what we need 
right now. This is healthy, " 
said one broker. At midses- 
sion, the IPC index was off 
18.43 at 4442.42. 


SAO PAULO, by contrast, 
rode up an the back of Wall 
Street's strength plus a 
steady inflow of liquidity 
from local investors. Turn- 
over, which topped R$lbn an 
Friday, stayed active. At 
midsession, the Bovespa 
index was 141 or L2 per cent 
ahead at 11,475. 

SANTIAGO also made 
progress with the IPSA 
index willing the morning 
session 058 higher at 131.17. 
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Tokyo fell sharply as the 
dollar plunged to a six- 
month low against the yen 
and drove down futures 
prices, prompting investors 
to sell cash stocks, writes 
Owen Robinson. 

The Nikkei 225 average fen 
26153 to dose at foe day's 
low of 20,223.83 after 
reaching an intra-day high 
of 2052655. 

Early trading was buoyed 
by sentiment carried over 
from New York’s record 
gains on Friday. But foe dol- 
lar's unexpected slide hit the 
near-term June fixtures con- 
tract. which lost 230 to 20570 
as tfop dollar iiMriwi to an 
intra-day low of Y11155 l 

Subsequent comments by 
senior finance officials 
expressing concern about 
renewed currency volatility 
and the dollar's slight 
rebound to nearly YUS in 
the afternoon helped limit 
the stock market’s losses. 

Volume dwindled from Fri- 
day's 340m shares to an esti- 
mated 263m. Declines nar- 
rowly led advances 566 to 
514, with 167 unchanged. The 
Topix index of all first- 
section stocks fell 4.74 to 
1504.92 and the capital- 
weighted Nikkei 300 was off 
L42 at 290.14. 

In London, the ISE/Nikkei 
50 index rose 357 to 1.58L07. 

Export-driven stocks 
mostly retreated cm the dol- 
lar’s weakness. Sony fell 
Y110 to Y9.840, TDK Y120 to 
Y8,590 and Canon Y90 to 
Y2570. Fuji Photo Film shed 
Y150 to Y4.600 and Bridge- 
stone Y50 to Y2.630. Car 


makers also fell, with Toyota 
down Y70 at Y3,340 and 
Honda Y70 to Y3.430. 

Isuzu. however, added Y3 
to Y426 following its 
announcement last Friday of 
better than expected earn- 
ings. Foreign investors 
bought electrical laggards 
inrlndfng Toshiba, the day's 
most active issue, which 
rose Y4 to Y745. 

Among domestic demand- 
related stocks, non-life insur- 
ers were the day's biggest 
gainers, rising L6 per cent as 
a group. Toldo Marine and 
Fire Insurance added Y40 to 
Y1.420, Nippon Fire and 
Marine Insurance YU to 
Y595 and Chiyoda Fire and 
Marine Insurance Y23 to 
Y51B. 

Dai -I chi Kangyo Bank 
managed to erase earlier 
losses stemming from the 
widening scandal over illegal 
dealings with corporate 
racketeers and ended the 
day up Y40 at Y1J290. 

In Osaka, the OSE average 
fen 13251 to 21,119.47 in vol- 
ume or 12.1m shares. ' 

SEOUL advanced to its 
highest close since the end 
of October as falling interest 
rates and the yen’s fresh 
rebound boosted demand, 
particularly for securities 
houses and shipbuilders. 

The composite index 
gained 1254 acr L6 per cent 
to 775.0L 

Analysts noted that bench- 
mark three-year corporate 
bond yields were at 115 per 
cent, foe lowest level for 12 
months. This was expected 
to provide a strong boost to 
the earnings of securities 
firms and the sector's sub 


index soared 7.6 per cent. 

Almost all the securities 
firms rase to their daily lim- 
its. Salshin Securities rose 
Won640 to WonS.690 and 
Daewoo Securities picked up 
Wonl, 100 to WanlS.000. 

The yen’s intra-day 
strength helped companies 


Syndey, Hong Kong and 
Taipei w ere dosed for public 
holidays 


competing with Japanese 
exporters. Daewoo Heavy 
Industries rose Won330 to 
WonS.580, off a high of 
Won8,6509. 

BANGKOK deftly 
absorbed several bouts of 
profit - taking to finish an 
active session comfortably 


above the eight-year low 
seen on. Friday. Turnover 
was Bt95bn. 

There was some relatively 
aggressive baying by mutual 
fimd» during foe afternoon 
session, but much of the 
day's upturn was said to 
have g tommpd from position 
closing after Friday’s sharp 
35 per cent decline. 

At tiie close, the SET 
index was up 354 at 534.46. 
Bangkok Rank was the most 
active stock, adding Bt4 to 
Btl4fi. Shinawatra Computer 
shed BtlO or nearly 9 per 
emit to BQ.04. 

KUALA LUMPUR featured 
activity in Snria Capital on 
expectations of a merger 
with MBf Capital on expecta- 
tions of a merger. 


Soria jumped 23 cents or 
85 per cent to M$3 but MBf 
was suspended pending an 
announcement. Analysts 
noted that a tie-up would be 
a coup for MBf because it 
had been seeking a commer- 
cial banking licence. 

The broad market was 
dull, with foe composite 
index down 0.11 at 1,11750. 

MANILA traded quietly, 
hel d In check by the holiday 
in Hong Kong. In turnover of 
914m pesos, less than half of 
what passes for an average 
session, the composite index 
dosed 15.57 better at 2,77857. 
A strong overnight perfor- 
mance on Friday in New 
York for its ADRs helped lift 
PLDT by 15 pesos to 805 
pesos. 


Pakistan’s share prices 
jumped 2-7 P« cent as a 
flurry of activity ahead of 
Friday’s national budget 
breathed life back into the 
market after weeks of bear- 
ish sentiment, unites Fortum 
BokharL The KSE-100 index 
closed 41-35 higher at 

1,572-12. 

Analysts attributed the 
rise to investors snapping 

op bargains before the bud- 
get, rather than improve- 
ments in Pakistan’s overall 
economic fundamentals, 
which remain troublesome. 

Mr Rasa Mirza, head of 
research at Karachi's 
yn.adiw. Alt Shah Bukhari 
brokerage, said: “The mar- 
Ket hwd been sold off consid- 
erably in the last few weeks, 
people found this to be an 
opportunity to return with 
some buying." 

The budget is unlikely to 
bring immediate good news 
to the market. The govern- 
ment has been under pres- 
sure to tighten Pakistan’s 
notoriously lax tax' system 
in an effort to improve the 
country’s budget deficit. 

Islamabad’s desire to seek 
a new loan agreement with 
foe IMF depends on the gov- 
ernment's ability to increase 
revenues during the 
next year, market analysts 
say. The government has 
already reduced tax rates by 
a wide margin for next year, 
but many businessmen say 
that an aggressive clamp- 
down on tax evasion will 
have to follow. 

Some analysts have gone 
as far as predicting that 
attempts to improve reve- 
nues may undermine recent 
incentives given by the gov- 
ernment of Mr Nawaz 
Sharif, foe prime minister, 
to help revive trade and 
industry. 

Other concerns include a 
growin g international trade 
deficit and the government’s 
failure to reduce its fast 
growing borrowings from 
domestic banks to meet its 
expenditure. In view of such 
concerns, many analysts 
also said that yesterday’s 
performance may turn out 
to be a short-term gain, 
rather than the beginning of 
a sustained turn around. 
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ELDORADO GOLD 

CO RPORAT ION 


A 


GENCOR 


Eldorado Gold Corporation and Gencor limited are pleased to 
announce the signing of a Memorandum of Understanding whereby 
Eldorado will acquire from Gencor a strategic portfolio of mining, 
development and exploration assets in Ghana and South Africa. 
The transaction is valued at: 


US$ 193.6 million* 


South African pushes higher 
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Shares in Johannesburg 
pushed higher for the sixth 
session running with indus- 
trials still in demand and 
golds staying on the upside 
thnnkc to bullion price 
stability'. 


At foe dose the all-share 
index was up 345 at 7596.4. 
Industrials gained 42.0 to 
85195 while golds, subdued 
in comparison with Friday's 
steep 8 per cent ascent, 
added 5.7 to 1,18 15. 


FT/S&P ACTUARIES WORLD INDICES 


Tlw nvs&P Actuaries iWflrtd indices am owned by FTSE ime ma t taw i Umttad. Goldman. Sad® & Col and Standard A Poor's. The Incfices ®e compled by FTSE 
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HIGHLIGHTS 


90% interest in the 
Bogosu Mine in Ghana 


Major position in the 
emerging Sefwi Gold 
Belt in Ghana including 
a 41% interest in the 1 

1,1 million ounce Centenary 1 

Deposit, Ghana a a a a a a a a * * a * * a t 

45% interest in the proposed merged 
Fairview/ETC Mine in South Africa ▼ ▼ ■ 

Exclusive option to negotiate an acqusition 
of the Burostone Project in South Africa 


4.2 million ounces in gold resources 
1.8 million ounces in gold pre resources 
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BRAZIL FINANCE AND INVESTMENT 


Although the Real Plan has brought inflation 
down to single figures a lot more work is 
needed to justify investors’ new-found 
optimism, writes Stephen Fidler 




Much 

much 


achieved, 
still to do 


Investor perceptions of 
Brazil have undergone a rad- 
ical change far the better in 
the four years since the then 
finance minister, a former 
sociology professor named 
Fernando Henrique Cardoso, 
embarked on an innovative 
anti-inflation strategy. 

Mr Cardoso is now presi- 
dent and his strategy, known 
as the Real Plan after the 
new currency it created, is 
still in place. Though the 
war has not yet been won, 
the plan has brought infla- 
tion down from 2,700 per 
cent in 1994 to singfa figures 
year. 

A markedly different eco- 
nomic landscape has 
emerged in Brazil Persistent 
very high inflation led to 
huge distortions in the real 
economy as banks, indus- 
trial companies and wealthy 
individuals gained more 
from playing inflationary 
roulette than from produc- 
tive activities. 

According to a recent anal- 
ysis of the financial system 
produced by the ministry of 
finance, some 4 per cent of 
gross domestic product was 
being transferred annually 
in the early 1990s from the 
rest of the economy to the 
banking system because of 

high inflation 

Those gains - made from 
the loss of value of sight 
deposits and the payment of 
below-inflation interest rates 
- have now disappeared. 

The adjustment to a new 
order has already taken its 
toll: 37 banks have been 
taken over or liquidated by 
the government. And, 
though the cost to the gov- 
ernment has been less as a 
percentage of GDP than for 
example Mexico’s crisis of 


1995, the adjustment is not 
yet complete. 

Weaning h»ntrc anH other 
economic agents off inflation 
will take time: the more so 
since high real interest rates 

- a consequence of tight 
money and lax fiscal policy 

- still bring substantial 
returns that reduce incen- 
tives to make productive 
Investments. 

Furthermore, commercial 
banks wffl have to increase 
efficiency and develop drills 
that are already common- 
place elsewhere - learning 
how to lend in underdevel- 
oped consumer and commer- 
cial markets, fin* example. 

Bank credit to the private 
sector in Brazil arcmmta for 
just 34 per cent of GDP. com- 
pared with 49 per cent in 
Mexico. 51 per cent in Chile 
and 65 pm- cent in the US. 
The bank credit market thus 
appears to have significant 
potential for growth - and If 
Brazil follows the pattern of 
other more developed finan- 
cial markets, the prospects 
for the expansion of non- 
loan banking business is 
even higher. 

Such possibilities are 
enticing foreign banks. The 
most notable new entrant - 
HSBC, the world's second 
largest banking group - has 
made it dear it intends to 
become the largest bank in 
Brazil 

The entry of HSBC, which 
may encourage other foreign 
banks to take a harder look 
at the market, suggests 
domestic hanks will face 
tougher competition on price 
and service. 

It is not only in financial 
services however, that for- 
eign entrants are helping to 
change the ^market- place. 


Lower inflation haw encour- 
aged foreign direct invest- 
ment in many sectors, as 
first multinationals - and 
now smaller foreign compa- 
nies - seek to secure a place 
in a market seen as having 
huge potential. 

“It’s Incredible the volume 
of new investments that are 
coming into the country,** 
said Mr Raimundo Chris- 
tians, a partner with Price 
Waterhouse in SSo Paulo. 

According to central hawk 
figures, Brazil received 
$5.9bn in foreign direct 
investment in the first five 
months of 1997, 82.1 per cent 
up on the same period last 
year. In 1996, Brazil received 
$9.4bn of FDI, compared with 
$3.9tm in 1995 and $2£tm In 
1994. 

Although these figures 
may include some sums that 
have arrived in Brazil to 
take advantage of high local 
interest rates, they strongly 
suggest a favourable reas- 
sessment of the Brazilian 
market among international 
companies. 

So far, however, mast of 
these companies are looking 
to the domestic market The 
fall fa inflation hag allowed 
many of Brazil’s 160m people 
to emerge from subsistence 
and become consumers for 
the first time. For others, 
access to consumer finance 
means they can at last afford 
consumer durables and cars. 

Few companies yet appear 
to be looking at Brazil as a 
platform for exports. Produc- 
tivity is said to be rising but 
investors say costs of pro- 
duction are still high by 
fafamatinmii standards, for 
reasons which include high 
non-salary labour costs and 
poor, infrastructure. . 



In addition, as has been 
the experience elsewhere in 
Latin America after trade 
liberalisation, the productiv- 
ity of domestic industry 
appears to be lower than 
once thought 

One manifestation of this 
is weak exports and rising 
imports - both encouraged 
also by an overvalued 
exchange rate. An important 
consequence is that it is 
opening opportunities for 
foreign investors among Bra- 
zil's family companies. 

High interest rates and 
stm underdeveloped capital 
markets make it difficult for 
many family companies to 
invest and compete with 
new foreign entrants. A 
growing number of compa- 
nies are therefore looking to 
sell out, or to form joint ven- 
tures with foreign companies 
that can bring them finance, 
technology and new manage- 
ment skills. 

That process - together 
with privatisation'-, is erod- 


ing the traditional structure 
of corporate Brazil, domi- 
nated by family and state- 
owned companies. 

It is budgetary pressures 
that are encouraging the pri- 
vatisation of Brazil's large 
state-owned enterprise sec- 
tor - which is providing 
another opportunity for for- 
eign direct and portfolio 
investors. 

Privatisation, according to 
Mr Edmar Racha of Banco 
BBA Creditanstalt and Mr 
John Welch of Paribas in 
New York, could raise $68bn 
for the federal and state gov- 
ernments between 1997 and 
1999. 

The successful sale last 
month for R53A4bn of a 41.7 
per cent stake in the mining 
giant CVRD, the most sensi- 
tive state company so far to 
go under the hammer, has 
enhanced the prospects for 
further privatisation. 

This restructuring has 
brought a wave of foreign 
investment banks into Brazil- 


and such intense competi- 
tion for privatisation man- 
dates that fees have fallen to 
levels well below those pre- 
vailing in the US, a much 
less risky market 

The government iB the 
main beneficiary of lower 
fees but there could be ques- 
tions about the quality of 
these underwriting commit- 
ments in the event of a mare 
difficult market environ- 
ment 

A successful privatisation 
programme is also viewed as 
a critical factor in providing 
medium-term help to cover 
the country’s twin deficits 
on the current account and 
in the budget 

Privatisation, says Mr 
Bacha, will help to stabilise 
the growth of Brazil's public 
sector debt and should be 
more than sufficient to 
finance a current account 
deficit of around 4 per cant 
of GDP for a couple of years. 

On the fiscal side, the 
overall budget deficit - is 


likely to approach 5 per cent 
of GDP this year, compared 
with 6.1 per cent last year. 
Tiscal deficits of 5 per cent 
of GDP are unsustainable 
over time," said Mr Pedro 
Malan, the finance minister. 
“But we are working 
towards bringing it down." 

A reduced fiscal gap has 
been long promised but the 
constitutional changes 
needed to allow a sustain- 
able reduction in fiscal defi- 
cits have been delayed in 
Congress. 

As a result, Brazil's anti- 
inflation programme has 
been overdependent on a 
tight monetary policy - 
hence very high real interest 
rates - and a strong 
exchange rate.. This 
is, depending on the 
calculation, overvalued any- 
where between 10 and 30 per 
cent. 

If this policy imbalance is 
not corrected over the 
medium term, the strain w£Q 
tell.- TKfe government ■ is 


crowding out the private sec- 
tor from the markets and 
inhibiting investment, while 
monetary policy and selec- 
tive government controls are 
left with the job of constrain- 
ing consumer demand and 
imparts. 

Furthermore, many econo- 
mists believe the govern- 
ment will have to adopt 
more exchange rate flexibil- 
ity at some time in the 
future - and the manner in 
which the regime is adjusted 
win be critical to the sur- 
vival of the anti-inflation 
strategy. 

Many investors believe 
that resolving these issues 
will be eased by Mr Car- 
doso’s success this month in 
securing a constitutional 
amendmen t allowing him to 
stand for a second four-year 
term of office. 

To frilly justify investors' 
new-found optimism in his 
country, however, Mr Car- 
doso has a lot more work to 
do. 



Bahia Bank 

New since 1858 


Asset Management 
Corporate Finance 
Real Estate Funds 
Brokerage Services 
Fixed Income Sales 


Bahia Securities, luc. 

Ai tv lUrii.VF'CM 
PurkAvemta SSnt 
Ffcn>r. Suite. tOJS 
TcLtmiV95569 


BsttaBoMk limited BaucodaBahtaLM^venioaSA. 

Sg-, SS 8 *® 

TX(02D5K8**8 

SSwjsKaSf FaxlOZDF&ZSX 
P.G BaxX-7507 


Banco da Bahia luvestimtmtreS 4 

SBo Paulo. SP- Brasil 

Au PauHsut, 1842/10* andar 

DW0-200 

TeL (071) 2690500 

Fax (013) 28*56*4 



This advertisement is dbveted at professional investors only 


When it comes to doing business in 
Brazil, ail you have to do is contact 
BNDES. It’s a lot more than a development 
bank; BNDES is an open door to the 
Brazilian economy. 1996 total disbursements 
of U$$ 9.6 billion, total assets of US$ 
45 kilHoQ and equity of 
USS 10 billion, backed by 45 
years of experience, the most 
RNn CCr up to date information on 
DHULo# regions, sectors, groups and 


U$$ 9.6 bi 


companies, plus our market analysis capabilities 
mean- that BNDES can provide all the support 
you need for profitable investment in Brazil: 
In addition, BNDES is responsible for the 
government’s National Privatization -Prograin, 
which offers a wide range of options for. good 
investments. With BNDES 
at your side you'll discover 
that Brazil is more than 
a growing country, It is 
the new land of opportunity, it-s bbazits time 



http://wrww.bndes.gov.br | AV. REPUBUCA DO CHILE. 100 CEP 20.139.900 RIO DE JANEIRO - RJ - BRAZIL. 


d. 










i 


FINANCIAL TIMES TUESDAY JUNE 10 1997 


2 BRAZIL FINANCE AND INVESTMENT 


THE ECONOMY* by Geoff Dyer 


Twin deficits may upset strategy 


Annual % qtattga. 
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A doubling of the 
trade gap 
compared with 
last year is 
forecast 


Nearly three years after its 
la unch, the Brazilian govern- 
ment’s economic strategy, 
known as the Beal Plan, has 
notched np an impressive 
list of achievements — infla- 
tion below 10 per cent and 
seemingly under control, 
sustained if unspectacular 
growth and a modest 
improvement in Brazil's 
notoriously unequal distri- 
bution of wealth. 

However, as the third 
anniversary approaches, the 
government's macro-eco- 
nomic policy is being critic- 
ised more frequently. Econo- 
mists are even beginning to 
ask if the government can 
Teach the presidential elec- 
tions next October without 
suffering at least a minor 
currency crisis. 

Government ministers 


acknowledge that the pres- 
ent policy mi* of loose fiscal 
policy, tight monetary policy 
and an over-valued exchange 
rate cannot- last indefinitely. 
The question is whether this 
status can be maintained in 
the short to medium term 
while the government 
attempts to correct the 
underlying imbalances. ' 

"The current stance is 
financeable but it is not sus- 
tainable.” says Mr Affonso 
Pastore. one of the most 
trenchant critics of govern- 
ment policy. “At some stage 
they will have to devalue the 
currency." 

The exchange rate policy 
is being put under pressure 
by Brazil's twin deficits. The 
government ran a budget 
deficit equivalent to 7 per 
cent of GDP in 1995 followed 
by 6 per cent last year, both 
figures well ahead of initial 
expectations. Meanwhile, the 
current account deficit has 
been growing much faster 
than had been forecast and 
is expected to reach more 
than S35bn this year, more 
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than 4 per cent of GDP. 

Mr Pedro Malan, finance 
minister, acknowledges that 
the government “still has a 
long way to go” on the fiscal 
front, but he argues that 
“the trend is improving”. In 
the first three months of 
1997 the nominal deficit fell 
to 5.7 per emit of GDP, he 
says. 

He stresses that tbs wage 
bill for the federal govern- 
ment has remained constant 
in nominal terms since 1995. 
This, along with other belt- 
tightening measures, will 
help the government to meet 
its fiscal target this year of a 
1.5 per cent primary surplus 
- that is before interest pay- 
ments - which Will allow it 
to sfartiiiigQ the stock of gov- 
ernment debt at around 34 
per cent of GDP. be says. 

Critics paint out, however, 
that the improvement 
last year was partly the 
by-product of lower interest 
payments on government 
debt, a benefit which is 
unlikely to be repeated this 
year. The central hank also 
takes a mare cautious view 
on 1997*8 fiscal prospects, 
forecasting a primary sur- 
plus of just below 1 per cent 

The anxiety about the 
economy stems partly from 
the pessimistic outlook for 
crucial reforms to the social 
security system and to the 
civil service contained in 
two bills. More than two 
years after they were first 
proposed by the government 
to Congress, neither bill is 
near being approved. Yet 
without the reforms, the 
government’s ability to 
make a wgnifiwint impact on 
the budget deficit will be 
limited. 

The social security system 
reform bill was so emascu- 
lated by the lower house last 
year that the government 
withdrew it A tougher ver- 
sion is being introduced in 
the senate, which if passed 
will still have to be sent 
back to the lower house. 

Administrative reform 
passed its biggest hurdle in 
April, the first vote in the 
lower house. However, since 
then the bill has been 
becalmed by in-fi ghting in 
the government coalition. 
The government has already 
lost one important amend- 
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mart and the danger is that 
the bOl will suffer the samp 
fate as the social security 
bm did last year. 

However, Mr Malan dis- 
misses the suggestion that 
the government is not going 
to try and push through the 
constitutional reforms this 
side of the election. "It is 
important to show our abil- 
ity as a society to move 
toward fiscal consolidation." 

Moreover, the political cli- 
mate also provides some 


reassurance on the fiscal 
question. At present there is 
no strong alternative candi- 
date to President Fernando 
Henrlqne Cardoso, making 
him a strong favourite tn the 
1998 elections. The markets 
would take a less indulgent 
view of the prospects for fis- 
cal tightening altar toe elec- 
tion if there were a stronger 
c halleng er on the horizon. 

The growth in the carrmt 
account deficit has been cap- 
turing just as many head- 
lines this year. While 
exports have been growing 
at an annual rate of around 
5 per cent, imports have 
.been accelerating at 15 per 
cent. A trade deficit of more 
than $iobn Is forecast for the 
full year, compared to 35^bn 
in 1996. 

With the exception of a 
few sectors, such as electri- 
cal goods and cars, econo- 
mists say that the rise in 
imports is not the result of 
over-h eating to t he domestic 
economy, suggesting that 
the current account problem 
cannot be solved by tighten- 
ing monetary policy, even if 


toe government was willing 
to do so. - 

Mr Jos6 Roberto Mendanpa 
de Banos, economics secre- 
tary at the finance ministry, 
rays that pessimistic analy- 
ses of the current account 
ignore the improvements in 
competitiveness achieved 
over the past two years, 
which will boost exports in 
the long term. 

Ministers also maintain 
that as a developing country 
undergoing such an eco- 
nomic transformation, it is 
natural for Brazil to be run- 
ning a current account defi- 
cit. This implies that foreign 
savings are being imported 
to finance domestic eco- 
nomic development. 

Howe v er, toe existence of 
the parallel fiscal deficit 
weakens this argument For- 
eign savings are picking up 
the bill for government 
spending rather than corpo- 
rate re-tooling. 

Moreover, some econo- 
mists argue that th<> rise in 
the current account deficit is 
placing a significant con- 
straint on short-term growth 
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under the current exchange 
rate. 

Given these rising financ- 
ing requirements, it is not 
surprising that economists 
are asking questions about 
the sustainability of toe cur- 
rent policy stance. However, 
according to Mr E dinar 
Bacha. the former head of 
the National Development 
Rank (BNDES) and an econ- 
omist with Banco BBA Cre- 
ditanstalt, there is one factor 
in the macroeconomic equa- 
tion that will ease toe pres- 
sure on the government - 
privatisation. 

Mr Bacha estimates that 
the government will raise 
$56 bn from asset sales over 
the next three years, less 


than some other forecasts. 
This will allow toe govern- 
ment to stabilise the debt 
position and give it more 
time to push through fiscal 
reforms. Mr Bacha argues. 

But even if the govern- 
ment does make significant 
progress on privatisation, it 
will still need to rely on one 
more condition to give it the 
necessary breathing space - 
a benign international envi- 
ronment continuing. With 
many economists forecasting 
tighter monetary policy not 
just in toe US, but also per- 
haps in Japan and Germany. 
Brazil’s twin deficits could 
become ever harder to 
finance between now and 
the election. 


PRIVATISATION • by Geoff Dyer 


Sell-offs look set to 


EsUmatwi sal* wnourt* 


raise at least $56bn 
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The programme 
is one of the 
biggest among 
developing 
countries 


Buffeted by endless political 
scandals and with its fiscal 
reforms facing fierce opposi- 
tion to Congress, privatisa- 
tion is emerging as the Bra- 
zilian government’s most 
successful policy. 

The up-beat tone was set 
by the R$3.34bn (US$3.1bn) 
sale in May of a controlling 
stake to Companhia Vale do 
Rio Doce (CVRD), the 
world's largest iron ore pro- 
ducer in the first stage or 
Latin America’s biggest pri- 
vatisation. The w inning con- 


sortium was led by steelma- 
ker Companhia SiderCfrgica 
Nacional (CSN). 

The government is now 
pmhaTking on a heavy sched- 
ule Of sen-offs, innhiding- the 
telecoms network, most of 
the electric energy industry, 
roads, railways and ports, 
over the next two to three 


years. 

Mr Edmar Bacha, toe for- 
mer president of the 
National Development Bank 
(BNDES) and now with 
Banco BBA Creditanstalt to 
S£o Paolo, calculates the 
government will raise 
US$56bn from sell-offs by 
1999. Other estimates go as 
high as US$80bn. 

Whatever the figure, it 
counts as one of the biggest 
privatisation programmes to 


a developing country, if not 
in the world. 

Privatisations are a vital 
part of the government’s eco- 
nomic a genda. On the micro- 
economic front, they are a 
means of attracting new 
investment, especially from 
foreign companies, to accel- 
erate the modernisation of 
Brazilian industry. Crucial 
parts of the country’s infra- 
structure, to particular the 
telecoms and energy net- 
works, are in dire need of 
fresh capital. 

From toe macro-economic 
viewpoint, toe proceeds from 
privatisation are eagerly 
sought, first to stem the 
growth of toe government’s 
debt while longer-term fiscal 
reforms are attempted, and 
second to help finance the 


S8o Paulo electricity system 

Other local electricity distribution companteoerfe 

Public sector banks 2- 1 

Central Bank's Unibanco shares 10 


ballooning current account 
deficit 

It would therefore be hard 
to underestimate the impor- 
tance of toe CVRD privatisa- 
tion for the Brazilian govern- 
ment It provided proof that 
the government could stick 
to a task to the face of wide- 
spread opposition, which 
included the country's Cath- 
olic bishops, two former 
presidents and several thou- 
sand protesters outside the 


Rio de Janeiro stock 
exchange where the auction 
took place. 

It was a dose run thing, 
though. The auction was 
delayed for one week due to 
more than 130 legal chal- 
lenges against the privatisa- 
tion. Further delays could 
have forced the government 
to issue a new sale docu- 
ment, which would have 


Continued on next page 


Brazil has beautiful beaches, beautiful forests, beautiful music and 
a stock market that will make everything you see even more beautiful. 
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INFRASTRUCTURE » by Geoff Dyer 


Gloomy prospect for 
growth ambitions 


v 


About $24bn a 
year is needed to 
finance 
large-scale 
projects 

On two April evenings this 
year large parts of southern 
Brazil were plunged into 
darkness by power cuts 
which caused havoc for sev- 
eral hours and created traf- 
fic jams more than 100 miiw 
long in the city ofS&o Paulo. 

The cause was put down 
to a faulty transmission iw- 
However, the black-outs 
served as a timely reminder 
that Brazilian infrastructure 
is having problems keeping 
pace with the country’s eco- 
nomic HTtlMtyffi M. 

The electric energy system 
is under the most pressure. 
Recent economic growth has 
only been at modest levels, 
yet even three years of sus- 
tained increases in output 
have prompted warnings of 
energy rationing and regular 
power cuts. While the 
energy sector plans to invest 
around $3-2bn a year in new 
capacity, analysts say that 


$6.4bn is needed annually to 
keep up with growing 
demand - equivalent to 
three large nuclear plants a 
year. 

Across the economy as a 
whole, including areas s uch 

as water sanitation and 
transport, the government 
estimates the funding needs 
for infrastructure projects in 
Brazil are around $24bn a 
year. 

These investments are not 
vague items on a poli tical 
wish list but vital projects 
for the country’s economic 
development. As well as sec- 
uring a reliable energy sup- 
ply. they Include much 
needed improvements In 
roads, ports and airports to 
enhance the competitiveness 
of Brazilian exports and to 
allow local companies to 
take advantage of the trad- 
ing opportunities afforded by 
the Mercosur customs radon. 

The Inter-American Devel- 
opment Bank (IADB) esti- 
mates that 75 per cent of the 
funds for infrastructure pro- 
jects in Latin America come 
from governments. However, 
given that the B razilian gov- 
ernment IS fi ghting tooth 


Sell-offs may 
raise $56bn 


Continued from page 2 

meant a postponement by at 
least one more month and 
substantial damage to the its 
reputation. 

Although the winning con- 
sortium in the CVRD auc- 
tion was largely Brazilian, 
given the size of the rest of 
the privatisation process, 
foreign companies are likely 
to play a crucial role. “The 
privatisations cannot be 
done without a big percent- 
age of foreign financing,” 
says Mr Charles Alexander, 
a director of NM Rothschild, 
the investment bank. 

Several important steps 
have been taken since the 
CVRD sale. At the end of 
May the state of Minas Ger- 
ais sold a one third stake in 
Cemig, its electricity genera- 
tor and distributor, for 
R$1.13bn to a consortium led 
by two US companies. AES 
and Southern Electric. 

Privatisation has begun in 
the telecoms sector as well, 
with the collection of bids 
for 10 cellular telephone con- 
cessions, known as 
"Band-B”. The winner of the 
first concession in Sao Paulo 
is expected to be announced 
this month. 

However, unlike the CVRD 
sell-off, the privatisation of 
industries such as telecoms 
and energy are complex 
exercises which require the 
break-up of the two state- 
owned holding companies, 
Telebr&s and Electrobr&s, 
the creation of independent 
regulators and the establish- 
ment of clear rules of compe- 
tition. 

In both cases there is still 
much worts to be done. The 
bill to create a regulator for 
the telecoms sector is still 
being reviewed by Congress. 
The electric energy industry 
has a regulator, but the gov- 
ernment’s advisers. Coopers 
& Ly brand, have yet to pub- 
lish their final recommenda- 
tions on the future structure 
of the sector. 


Many of the crucial rules 
that will affect foreign 
investment are inrinrt^ 
in the legislation and will be 
the responsibility of the rele- 
vant minister or industry 
regulator over the next year. 
In unguarded moments, gov- 
ernment officials admit that 
these omissions prevented 
members of Congress insert- 
ing restrictive «irwniirwanta 
In the bills. 

However, this leaves many 
uncertainties for foreign 
companies making decisions 
at the moment about invest- 
ing in Brazilian privatisa- 
tions. “We are taking a lot 
on trust.” says the head of 
the Brazilian subsidiary of 
an inter 

national telecoms company. 

According to Ms Elena 
landau, forme* bead of the 
privatisation unit at the 
BNDBS and now a managing 


director at Bear Steams in 
Sao Paulo, it is a risk worth 
taking for foreign compa- 
nies. “You have to be there 
before everyone else Is. If 
you wait for everything to be 
sorted out. by that time the 
competition will be intense. 
Ms Landau says. 

She points out that three 
electricity distributors - 
Light and Cerj in Rio de 
Janeiro and Escelsa in 
Espirito Santo - have 
already been privatised with- 
out a regulator being estab- 
lished and that the govern- 
ment upheld its commitment 
to raise Light’s tariffs in line 
with inflation. 

Another worry for foreign 
investors is that opponents 
of privatisation, emboldened 
by their success in delaying 
the CVRD auction, will 
unioagh a similar avalan c he 


of legal challenges against 
future auctions. The consola- 
tion is that the sales of the 
telecoms and energy net- 
works are unlikely to 
prompt the same level of 
popular outrage as CVRD, 
given the visible shortcom- 
ings of the services provided. 


The Financial Times plans 
to publish a Survey on 

Brazil 


on Tuesday, December 2 
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and nail to reduce a budget 
deficit which economists see 
as a potential source of eco- 
nomic instability, the 
demand for infrastructure 
investment is obviously 
incompatible with fiscal real- 
ity. 

Mr Charles Alexander, a 
director at NM Rothschild, 
the investment *hhp- 
“The private sector cannot 
rely on the World Bank and 
the IADB to all t lvra e 

infrastructure projects.” So 
where will the money come 
from? Or rather, is the pri- 
vate sector going to be will- 
ing or able to fin the gap? 

The government’s privati- 
sation programme, which 
includes power companies, 
ports and telephone opera- 
tors, will be a g gntfinant cat- 
alyst In a t t ra c tin g some of 
that investment. Mr Sergio 
Motta, the communications 
minister, estimates that the 
sell-off of the telecoms sector 
wfll result in inv es tm ent of 
$100bn over the next six 
years. For instance, the gov- 
ernment is selling 10 
regional ra»nniar phone con- 
cessions at a min i m n m price 
of around $6bn. The winning 


consortia are expected to 
invest at least the same 
amount agafo in ruffing out 
their services. 

The task is also being 
made easier by the better 
access Brazilian borrowers 
are getting to m te rnatinrai 
capital markets, at ever lon- 
ger maturities and tighter 
spreads. The Brazilian gov- 
ernment’s plan to its 

yield curve to 30 years will 
give a significant boost to 
this process. 

Improved access to capital 
markets th«> perception 
of reduced political risk are 
also opening up new funding 
possibilities, such as project 
ffnnnrringr where the banks 
share some of the risk in a 
project with the sponsoring 
companies. 

The first genuine project 
financing was put together 
last year with an IADB-span- 
Bored deal to finance the 
“Lmha Amarela”, a toll-road 
in Rio de Janeiro. The con- 
cession to expand and oper- 
ate the Dutra highway 
between Rto and S&o Paulo 
was ftisn financed on a simi- 
lar basis. 

In the « » w» » r gy sector the 



Recife: I m proving the efficiency of BnzTs ports is one of the main dufiangas facing the g overnment 


first project financings for 
new power plants, awarded 
under the 1995 concession 
law. are now being arranged. 
Banks are discussing financ- 
ing arrangements with Inter- 
gen, a consortium of US 
power producers, for the 
concession it won to build 
the Jacui power station in 
Rio Grande do SuL The final 
package is expected to 
fan-hide a significant element 
cf limited recourse financ- 
ing. Bankers also forecast 

that th e flrmnring Of fhe Jtfi 

power station, in the amg 
state, will involve a project 
finance-type structure. 

The benefit of this type of 


financing is not just as a 
of channelling more 
foreign funds into Brazil, but 
also the considerably 
reduced cost of the money. 
“The lower interest rates 
mean that many more pro- 
jects become feasible. Project 
finsmrp could have a huge 
role to play in Brazil. ” says 
one foreign b ank er in S5o 
Paulo. 

Bankers also believe that 
the winners erf the criim»r 
telephone concessions, 
which are likely to include 
some of the best-known 
wampitt in the telecoms indus- 
try, could access the US pri- 
vate placements market to 


fin»np 0 their operations, 
potentially opening up 
another source of debt fund- 
ing. 

On the equity side, some 
Of the that IS not *aknn 
up by industry investors 
might be absorbed by pri- 
vate equity funds. Over the 
past two years Brazil has 
seen a proliferation of these 
funds, both domestic and for- 
eign. However, despite the 
rapid transformation that is 
taking place in the corporate 
sector, there are still only 
limited opp or tu nities for pri- 
vate equity investments. As 
a result, many of them are 
expected to turn some of 


their attention to infrastruc- 
ture. 

The need for private 
investment also means that 
gwvp mmgntfi have to change 
the role they play in infra- 
structure projects, says Mr 
Enrique Iglesfos, president erf 
the IADB. R fffhar than being 
the financier, constructor 
and operator, governments 
now have to manage the pro- 
jects, participate in planning 
decisions and monitor the 
performance of private com- 
panies. Their success in per- 
forating this role efficiently 
and transparently will have 
a fai gnifirani- impact on pri- 
vate investment, he says. 
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underwritten in the last 3 years. 
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BANKS • by Jonathan Wheatley 


CAPITAL CONTROLS • by Steven Fidler 


Turning point for 
banking sector 


i of total fans. 






Inflow curbs are 


The arrival of two 
global institutions 
will force a new 
discipline on the 
market 


When HSBC bought Banco 
Bamerindus for US$lbn in 
April, expectations ran high 
that it would force new lev- 
els of price competition and 
customer service on Brazil’s 
commercial banks. 

HSBC has been quick to 
play down talk of a 
shake-up: “A lot of people 
are going to be disap- 
pointed,” says Mr Michael 
Geoghegan. president of the 
new HSBC Bamerindus. Nev- 
ertheless, the arrival of the 
international banking group 
marks a turning point in the 
consolidation of Brazil's 
banking industry. 

Much has already 
changed. With the end of 
high inflation, banks lost the 
easy earnings they marie in 
the interval between receiv- 
ing and paying hinds. Many 
have had to learn from 
scratch basic banking skins 
such as lending and talcing 
deposits. 

At the same time, . eco- 
nomic reform has boosted 
consumer spending power 
and brought hundreds of 
thousands of Brazilians into 

the financial services market 
for the first time. 

For many big retail banks, 
change has been traumatic. 
The loss of easy earnings 
exposed widespread in effi- 
ciencies. 

Among a string of casual- 
ties were two of Brazil's big- 
gest and oldest banks, Econ- 
dmico and Nacional. Both 
collapsed with massive 
liquidity difficulties and 
were taken over by rivals. 

Bamerindus was long 
known to be in similar diffi- 
culties. its purchase by 
HSBC marks the biggest 
entry by a foreign hank into 
Brazil and, coming on the 
heels of announcements of 
smaller investments by 
Lloyds TSB and Banco San- 
tander of Spain, unde rlines 
the government's new will- 


ingness to see foreigners 
t afc? a prominent role in the 
industry. 

Rumours of the bank's dif- 
ficulties led to a massive 
drain of commercial deposits 
before the takeover. This 
side of the business, says Mr 
Geoghegan, will have to be 
rebuilt “from the ground 
up"; he hopes to be helped 
by the HSBC group's exist- 
ing business ties overseas 
with 300 of the biggest 500 
Brazilian companies. 

On the retail side, while 
many of Brazil's biggest 
banks are shedding staff and 
considering branch closures. 
Mr Geoghegan talks of 
expansion, adding 200 
branches to the existing 
L200. 

“Brazil is overhanked, but 
only in the middle and top 
sections of the market," he 
says. “If economic stability 
endures, banks will have to 
supply services to a much 
wider section of the popula- 
tion." 

The biggest private sector 
banks have been able to ride 
out the turmoil of the past 
three years by adjusting to 
chang e before it at me and 
by adopting conservative 
landing polities. Service fees, 
recently Creed of central 
bank control, are an increas- 
ingly important part of their 
income. 

Even under more stable 
conditions, fees vary widely 
from bank to bank. Many 
observers bad hoped HSBC's 
arrival would impose fiercer 
competitions 

“Banks need to have a 
clear understanding of the 
cost of their services.” Mr 
Geoghegan says, “but our 
arrival ' will not be the basis 
of a price war. A cost war, 
yes, but cutting fees 
abruptly would be irrespon- 
sible and destabilising. "■ 

Nevertheless, analysts say 
HSBC’s arrival and that of 
Santander, which has per- 
mission to open up to 200 
branches. Is bound to force 
new discipline on the mar- 
ket. 

“The backing of the HSBC 
group gives HSBC Bamerin- 
dus a much lower capitalisa- 


tion cost,” says Mr Arthur 
Bueno of Lafls, a S&o Paulo 
firm of analysts. They win 
be able to operate with lower 
spreads and the others will 
have to compete." 

Mr Geoghegan talks of 
introducing European-style 
“relationship” banking to 
Brazil, as opposed to the pre- 
dominant “hard-sell” 
approach copied from the US 
system, and has begun 
retraining staff accordingly. 

Although Brazilian bank- 
ing technology is among the 
most sophisticated in the 
world - a legacy of the 

rtwnanrifi of high infla tion — 

standards of service are 
often poor. The arrival of 
more foreign banks should 
force Improvements. 

However, for as long as 
HSBC remains the only 
international bank with a 
significant presence in Bra- 
zil's mass market, the pace 
of change is likely to be 
slow. 

That may not last. Citi- 
bank and Bank of Boston 
have both been in Brazil 
since early this century, but 
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Economists have yet to 
resolve their long-standing 
debate about whether con- 
trols on inflows of foreign 
ca pita l are a helpful tool in 

avoiding finanHal r-ricte 

The debate intensified 
after the Mexican devalua- 
tion crisis of 1994-5. Some 
economists argued that Chll- 
ean-styie controls aimed at 
deterring inflows of 
short-term capital would 
have helped Mexico to avoid 
the sort of conditions that 
led to the crisis. . 

The problem Brazil has 
had since the introduction of 
its new currency in 1994 has 
been an economic policy 
that has relied on high 
domestic interest rates and a 
more or less explicit promise 
to limit the depredation of 
the exchange rate. 

This combination is won- 
derful for international spec- 
ulators. But as their funds 
pile in, money supply is 


temporary expedient as they 
try’ to stabilise the economy. 
- According to Mr Francisco 
Lopes, director of monetary 
policy at the central bank: 
“We have always viewed 
these sorts of controls as a 

temporary mechanism that 

we’d not like to have In a 
steady state. It’s part of a 
pragmatic response to a 
transition process in a soci- 
ety that has lived with infla- 
tion for many decades." 

MrPersio Arida, a former 
central Nanir president who 
is now with Opportunity 
Asset Mnnag»wi>n t in SflO 
Paulo, is more forthright: 
“From the point of view of 
allocation of resources, the 
controls are a disaster. But 
from the point of view of 
effectiveness, they have 
worked very well.” 

The Brazilian currency, 
the Teal, does not meet the 
criteria of convertibility for 
International Monetary 
Fund purposes. Mr Arida 
said capital controls TnF ^ ,n in 
gffpft that for those who can 
afford it “the currency is 
convertible at a very high 
transactions cost”. 

Lifting capital controls 
would, he argues, make the 


swollen — in the of real more vulnerable: the 



have concentrated an com- 
mercial clients, with limited 
retail operations at the top 
end of the market Citibank 
is now talking of widening 
its reach, perhaps though 
telpphone h anking . 

Bank of Boston has long 
been understood to be seek- 
ing new retail opportunities. 
Now that the restructuring 


of the big private banks 
seems to be complete, the 
remaining opportunities lie 
in the privatisation of the 
public sector. 

Last month, the federal 
government reached a deal 
with Sao Paulo state that 
should allow for the sale of 
the state's bank. Banespa, 
within a year. Much sooner. 


on June 20, the government 
of Rio de Janeiro hopes to 
sell its hank, Baneij, for a 
minimum price of R$300m. 

By a •combination of priva- 
tisation and opening the 
door to foreign competition, 
the government seems deter- 
mined to impose greater effi- 
cienc y on Brazil’s once com- 
placent commercial banks. 


offsetting action by the 
authorities — and all kinds of 

strains are placed on the 
domestic economy. Further- 
more, in the event of a deval- 
uation, these investors can 
quickly bead for the 
helping to precipitate the 
kind of crisis suf- 

fered in 1995. 

Brazilian policy makers 
have viewed contrails an cap- 
ital inflows - along with 
controls over a host of other 
variables such as consumer 
credit - as an important part 
of their policy armoury. 
Scarcely a week passes with- 
out some adjustments to 
than. Last month, fix* exam- 
ple, the central bank 
restricted overseas financing 
through- credit cards in an 
attempt to curb the c u rrent 
account deficit 

Brazilian officials do not 
deny that such controls have 
costs in terms of efficiency, 
but that they are an effective 


more convertible the cur- 
rency. the stronger the possi- 
bility of a speculative attack. 
“It gives rise to another 
source of fragility,” he said. 

However, capital controls 
are being questioned. There 
are doubts about whether 
they have an impact on 
reducing the volume of 
inflows, and whether they 
have more a marginal 
effect on the composition of 
those inflows. 

In a paper written for the 
United Nations Universi- 
ty/World Institute far Devel- 
opment Economics 
Research. Ms Eliana Cardoso 
argues the controls have 
foiled in some of their sup- 
posed objectives - in partic- 
ular. the attempt to secure 
more desirable longer-term 
capital flows and repel 
short-term money. 

“Because it is easy to 
divert capital flows from one 
form to another, capital con- 
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With the objective of reaching excellence in products and services, Graphus 
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Graphus brokerage house offers, further, a most efficient custody 
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trois may not inves- 
tors’ ability to take desired 
positions,” said Ms Cardoso, 
formerly a senior official in 
tbe ministry of finance and 
now a senior researcher with 
the International Monetary 

Fund. 

Balance-of-payments sta- 
tistics may not reflect the 
underlying reality, she 
raned. Anecdotal evidence 
suggested “that capital flows 
in the form of foreign direct 
Investment have not 
reflected the true use of 
these inflows since early 
1996. Because of the 7 per 
cent tax on investment in 
fixed income assets, busi- 
nesses were bringing in dol- 
lars for investment in fixed 
income assets and register- 
ing the capital inflow as for- 
eign direct investment." 

This 7 per cent tax was 
reduced in April to 2 per 
cent as the authorities 
switched their concerns 
from excessive inflows to 
ensuring that the current 
account deficit can be 
finan ced. Indeed, critics 
argue that the rules are 
always changing anyway - 
since the authorities are 
forced to stay one step ahead 
of the financial markets 
which constantly find ways 
around the restrictions. 

As a result, some of the 
supposed advantages of the 
QVtfiean system - where the 
rules are reasonably trans- 
parent and the instruments 
largely non-discretionary - 
are absent in the Brazilian 


Iff 


riu» r 


C8S&. 

Mr Lopes at the central 
iy>nk pointed out that same- 
times even the objectives of 
the controls can change. For 
example, controls introduced 
on foreign borrowing were 
originally meant to encour- 
age Brazilian borrowers to 
extend the maturities of 
loans from foreign banks. 

Mr Jos6 Roberto Mendonga 
de Barros, economic policy 
secretary in the finance min- 
istry, said the controls were 
part of a “search process” as 
the government looked for 
successful policy combina- 
tions to complete the strug- 
gle against inflat ion. 
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FOREIGN DIRECT INVESTMENT • by Stephen Fidler 


New territory for investors 


The country’s 
greater economic 
stability has 
attracted 

foreign companies 

Since the 1994-95 financial 
crisis in Mexico, Brazfl has 
been the leading destination 
for foreign direct investment 
in Latin America. According 
to central bank figures, for- 
eign direct investment has 
soared since inflation fell in 
1994. 

There is, says Mr Jos§ 
Roberto Mendonpa de B ar- 
ms. secretary of economic 
policy in the ministry of 
finance, a remarkable simi- 
larity between the pattern of 
FD1 growth in Brasil and 
that in China in the early 
1990s. 

China is now the biggest 
recipient of FDI in the devel- 
oping world. And though Mr 
Mendon?a de Barros is quick 
to point out that he is not 
making predictions, there is 
no doubt that foreign compa- 
nies are discovering Brazil 
in an important way. 

With greater economic sta- 
bility, many investors view 
Brazilian country risk as 
having fallen. The opening 
of the economy to foreign 
goods and capital has pro- 
vided new areas for invest- 
ment and reduced obstacles 
to free remittance of profits 
and dividends. 

Meanwhile, the govern- 
ment's anti-inflation pro- 
gramme. known as the Real 
Plan, has brought in new 
consumers to the western 
hemisphere's second largest 
market and offered the pros- 


pect of sustained growth. 

Falling inflation has also 
allowed the advent of con- 
sumer financing. This, says 
Mr Miguel Jorge of General 
Mot ors i n Sao Paulo, is for 
the first time allowing buy- 
ers to buy cars and con- 
sumer durables, and pay for 
them over periods extending 
to 50 months. 

The official figures show 
FDI rising to $12.ibn in the 
year to end-Aprfl, with file 
figure for the whole of 1997 
expected to rise towards 
SlSbn, with the help of priva- 
tisation. This compares with 
$9.4bn in 1996, &9bn in 1995 
and $2J2bn in 1994. In the 
early 1990s. FDI averaged 
about Slbn a year. 

There are some questions 
over the methods used in 
compiling figures. The calcu- 
lations do not have to be 
made by the more stringent 
criteria of the Organisation 
for Economic Co-operation 
and Development, as are 
Mexico’s for example. 

There is also some evi- 
dence that some inward 
flows of capital have been 
classified as FDI where 
money has in fact been 
directed to interest rate arbi- 
trage in the finanrijii mar- 
kets. 

But anecdotal evidence is 
strong that FDI is on the 
increase - and is set to 
increase further. Mr Rai- 
mundo Christians, a partner 
at Price Waterhouse in Sdo 
Paulo, says that whereas 
once the investors were 
exclusively big multination- 
als. he now sees significantly 
smaller companies looking 
to invest 

it is now not unusual for 


medium-sized US companies 
with sales of $40Qm-S500m to 
be looking at Investment 
possibilities. Moreover, US 
companies are now the dom- 
inant investors, in contrast 
with the 1980s and early 
1990s when European compa- 
nies were at least as impor- 
tant. “They are looking at 
how to benefit from Merco- 
sur.” he said. Mercosur is 
the customs wninm joining 
Brazil with Argentina, Uru- 
guay and Paraguay. 

From certain standpoints, 
direct investment is easier 
than it was. Income taxation 
has fallen to international 
levels, Hywig ti indirect, taxes 
remain very hi gh »t>h non- 
salary labour costs add. the 
same « g»»n to salary costs. 
“Income tax is acceptable, 
but indirect taxes are very 
complicated. It really affects 
the costs of operating in Bra- 
zil,” mM Mr Mlchpl Mpt^ptir 
vice-president in Brazil of 
BASF, the German chemi- 
cals giant 

Although direct investors 
In some industries - particu- 
larly threw* in tecbnological- 
ly-dependent industries - 
prefer to build greenfield 
sites, a large number are 
looking to make acquisi- 
tions. 

Those Rgrfring acquisitions 
sometimes find Brazil’s fami- 
ly-owned concerns receptive, 
since they lack capital and 
cannot afford to borrow at 
Brazil's high real interest 
rates. Such companies also 
are often «*eking technology 
and management skills to 
develop their businesses in 
an pjmi mnmfin t of interna- 
tional competition. 

More than 300 family- 


owned companies sold out to 
corporate buyers in **a^h of 
the past four years, accord- 
ing to estimates from Mr 
Rena to Berhoeft, a Sfio Paulo 
consultant, compared with 
52 in 1990. 

Some foreign investors 
prefer joint ventures. As a 
way of entering the Brazil- 
ian market, joint ventures 
may be the fastest and saf- 
est, said Mr Raul Beer at 
Price Waterhouse. “Particu- 
larly for a foreign company 
that is used to working with 
partners, it’s much ga gl?* to 
have a local partner to show 
you how ffiiwgR are done.” 

Tet, although FDI into 
Brazil is rising sharply, 
there are substantial differ- 
ences with China. Unlike in 
China where many direct 
investors are concentrating 
on export markets, investors 
in Brazil are focusing almost 
exclusively on the domestic 
market - with the possible 
addition of Argentina. 

High costs, moderate 
(though apparently improv- 
ing) productivity, inadequate 
infras tructure and sn over- 
valued exchange rate com- 
bine to make Brazil as yet an 
unlikely platform for large- 
scale manufacturing exports. 

Some investments - for 
example in the automobile 
industry which according to 
the Economist Intelligence 
Unit plans to invest $14^bn 
in Brazil in the second half 
of the 1990s - appear to 
same critics to have been in 
part prompted by hig h tar- 
iffs- “Difficulties in ente rin g 
the Brazilian market become 
incentives to invest there,” 
said one Argentine official 
last year. 


Moreover, while the Brazil- 
ian government has become 
Iras obstructive to foreign 
investors, sense complain it 
atm gets In the way far too 
much. 

“C orru ption In Brazil at all 
levels of government is 
astonishing," said one Brit- 
ish businessman based in 
Rio de Janeiro. 

Compaq, the computer 
maker, chose to site its 
fourth world production site 
in Brazil in 1994 - a fifth has 
since opened in China. It has 
now established market lead- 
ership with some of the 
company’s $420m revenues 
last year, were produced 
locally. 

That local content figure is 
expected to rise soon to 
S15Qm, helped by the start 
this month of production of 
laptop computers, according 
to Mr Jorge Schreurs, presi- 
dent of Compaq Computer 
Brazfl. 

Ho w ever, In a fast-moving 
field, Compaq changes its 
product range every six 
months - and it needs at 
least two months’ notice to 
secure import licences for 
any new components. 

Compaq ban to share 
commercially sensit ive infor- 
mation with government 
officials who have signed a 
confidentiality agreement. 

Furthermore, high tariffs 
en c ou rage smuggling of com- 
puters or parts. The “grey 
market” in mostly 
unbranded computers 
accounts for about 40 per 
cent of the market 

However, Brazfl is benefit- 
ing from the general reduc- 
tion of t ari ffa aH over South 
America, which is leading 
multinationals with a 
long-standing presence in 
the region to rationalise pro- 
duction facilities. 

BASF ban South American 
production facilities in 
Argentina, Chile, Peru, Col- 
ombia as well as Brazil. But 
says Mr Wflfriad ICaKhrann. 
president of its South Ameri- 
can group: “Future invest- 
ments are going mostly to 
Brazfl.” 

Still, while investors are 
more positive on Brazil’s 
prospects than at any time 
in recent memory, there are 
still doubts about the dura- 
bility of the economic stabi- 
lisation. 

“We are happy with the 
general direction of the 
reforms. We are concerned 
about the pace,” said Mr 
Kahlffumn. “We’d like them 
to go a bit fester." 
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PENSIONS • by Jonathan Wheatley 

Reform stalled 


The attempt to 
change the 
pension system 
faces daunting 
opposition 

The mere prospect of 
changes in Brazil’s public 
pensions system was enough 
to spur a 43 per cent 
increase in turnover for pri- 
vate pension plans last year, 
in sidle of the go v ernment's 
severe difficulty in persuad- 
ing Congress to back its pro- 
posed reforms. 

Growth is almost certain 
to mnttnnp s pending on pri- 
vate pensions, at less than 
half of l per cent of domestic 
product, remains very low, 
while economic stability is 
bringing more Brazilians 
into the market for 
long-term investments. How- 
ever, the pace of change 
depends an events in Can- 


“We are looking forward 
to very sharp growth," says 
Mr Luiz Carlos Trabuco 
Cappi, president of the 
National Private Pensions 
Association (Anapp). “But 
the size of the market 
depends on the reforms. The 
government’s present pro- 
posal is too timid, it is only a 
temporary solution to the 
system’s cash flow prob- 
lems.” 

Those problems are severe. 
Public pensions are financed 
by employee and employer 
contributions to a general 
welfare system that immedi- 
ately pays this money out in 
benefits to existing pension- 
ers. Any excess is diverted to 
other welfare spending. In 


1992, benefits and adminis- 
trative expenses consumed 
85 per cent of receipts; the 
remainder was spent on 
health services. Last year, 
receipts covered benefits 
only. Administrative costs 
were financed from govern- 
ment debt. 

The pensions system 
enshrined in the 1968 Consti- 
tution is proving to be 
unworkable. Brazil is one of 
eight countries in the world 
that set retirement accord- 
ing to the number of years 
worked; it is alone in allow- 
ing claimants to go on work- 
ing after they quality for a 
p ensi on. 

The rationale for “period 
of service” retirement i& that 
it benefits lower paid work- 
ers, who begin their working 
lives earlier. In reality, 
argues the government, 
claimants must pro v e 
that they have been 
employed for the requisite 
period - 35 years for mean 
and 30 for women - poorer 
workers suffer, as they are 
more likely to spend periods 
unemployed or working in 
the informal economy. 

The real beneficiaries of 
the sys tem are middle-class 
professionals and public ser- 
vants, many of whom 
receive additional special 
privileges. 

The system’s underlying 
flaws have been exacerbated 
by demographic rhang pg. in 
the 1960s, there were eight 
people in work for every 
pensioner. Today, the pro- 
patron is two to one. Bank- 
ruptcy is the inevitable out- 
come. 

The reforms now in Con- 
gress would set a minimum 


retire m en t age of 60 for men 
and 55 for women and put an 
end to many special privi- 
leges. Even such mild 
changes face daunting oppo- 
sition in Congress. The 
Lower House destroyed the 
proposals at their first read- 
ing a year ago. They are now 
in the Senate, where they 
will be restored and sent 
back for approval in the 
Lower House, probably dur- 
ing the third quarter. There 
is no guarantee that the gov- 
ernment will fere any better 
at its second attempt 

Even if approved, the 
changes are only a stepping 
stone to a full overhaul of 
the system. The government 
would like to see a reformed 
version of the existing sys- 
tem paying state pensions of 
at most three minimu m sala- 
ries a month: R$336 at pres- 
ent values. Individuals 
would then “top up” their 
pensions with private plans. 

Many middle class Brazil- 
ians are already doing so. 

■The market for private 
pensions already exists," 
says Mr Dany Rappaport, 
chief economist at Banco 
Santander in SAo Paolo. 
“Many Brazilians prefer not 
to rely on the state for their 

pensions, just as they accept 
It’s their own responsibility 
to take out health insur- 
ance.” 

Nevertheless, persuading 
the majority of working Bra- 
zilians to rely on the private 
sector will require a cultural 
change, not least within the 
pensions industry. 

Retail financial services in 
general are aimed much 
more at the middle 
th»n at the market. 
The industry will have to 
broaden its reach and 
become more competitive 
»Tid more efficient. 

“There’s going to be a ter- 
rific explosion,” says Mr 
Rappaport. “This is one of 
the very big areas for foreign 
banks. They are very strong 
in this area and it’s going to 
be a race between them and 
the local industry.” 

Mr Trabuco Cappi at 
Anapp agrees that the indus- 
try faces fundamental 
changes. 

“Competition will be the 
key word,” he says. Tension 
providers will have to con- 
centrate an nffarin g flexible 
plans with lower administra- 
tion costs. In marketing 
terms, the biggest challenge 
will be to demonstrate to the 
general public that, the pri- 
vate system is reliable." 
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INSURANCE • by Jonathan Wheatley 


Foreigners 
move in 


International 
insurers are 
taking advantage 
of the country's 
huge potential 


After the head; growth rates 
of the previous two years. 
1996 was a “normal" year for 
Brazil’s insurance industry: 
premium income grew by a 
mere 4 per cent, after rising 

by a quarter In 1995 and 
more than doubling in 1994. 

Even so, this is no time for 
insurers to sit back and 
relax. Per capita premiums 
remain low, at about $92 in 
1995 compared with $2*300 in 
the US. The market can be 
expected to double over the 
next six or seven years. 

That prospect has 
attracted a wave of invest- 
ments from international 
insurers. In February, Aetna, 

the US life and health 

insurer, a n n ou nced plans to 
spend $300m in a joint ven- 
ture with Sul America Segu- 
ras, Brazil's biggest Insur- 
ance company. 

Ci g na , another US Insurer, 
said in March it would 
Invest $73m in a joint ven- 
ture with local bank Excel- 
Econdmico to offer life and 
other retail insurance. ITT 
Hartford earlier announced a 
similar venture with local 
insurer Icatu Seguras. Other 
big international groups, 
such as Allianz of Germany 
and AGF of France, have 
been in Brazil much longer. 

The new arrivals have 
promised to make aggressive 
use of direct marketing tech- 
niques common in developed 
countries but so far little 
used in Brazil If successful 
this will help then bypass 
some Of the TTipffirignries of 
the gristing distribution sys- 
tem. 

Most have taken care to 
tie up with local partners 
with strong retail distribu- 
tion. Traditionally, however, 
a big proportion of Brazilian 
insurance, especially health, 
is sold through, a vast num- 
ber of small and medium- 
sized. brokerages, many 


using outdated systems exac- 
erbated by a lack of standard 
industry practices In areas 
such as information-gather- 
ing. 

This problem has taken on 
greater importance far many 
Brazilian insurers. Once 
they were able to absorb 
with the cush- 
ion of easy financial earn- 
ings under high inflat ion but 
now they face a more com- 
petitive market. 

The prospect of increased 
competition has also led to a 
rising number of mergers 
and acquisitions. Eleven 
such operations were 
reported in the industry dor 1 
ing the first quarter of this 
year, up from 16 in the 
whole of 1996. 

Much of the market’s 
recent growth has come 
from non-life products, espe- 
cially vehicle household 
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The market 
can be 
expected to 
double over 
the next six or 
seven years 


Insurance. As a result of the 
boost to their spending 
power brought by economic 
stability, many Brazilians 
are not only buying more 
cars and durable goods, they 
are also more wilting to 
insure them. 

Non-life insurance, other 
than health, accounted for 
about 65 per cent of premi- 
ums in 1995. 

Thai picture is changing 
as the prospect of lasting sta- 
bility has encouraged many 
people to plan for the future 
for the first time. Life prod- 
ucts have grown quickly 
from a small base: their 
share of premiums rose from 
12 per cent in 1994 to 20 per 
cent a year later and is 
almost certain to keep ris- 
ing. 

“Life insurance used to 
seem a very unsympathetic 


product to Brazilians, who 
saw it as entirely linked to 
death," says Mr Paulo Mar- 
raccsni, a director at AGF in 
SSo Paula “Now we are see- 
ing more policies coining on 
the market that pay out dur- 
ing life.” 

Corporate insurance also 
promises strong growth. Fed- 
eral and state privatisation 
programmes are exposing 
many big corporations to the 
demands of the private sec- 
tor most saw little need to 
Insure their assets when 
their controlling sharehold- 
ers were undemanding gov- 
ernment officials. 

The big change in corpo- 
rate insurance will come 
with the end of the monop- 
oly held by the Brazilian 
Institute of Reinsurance 
(IRB). It is preparing for 
deregulation and privatisa- 
tion and is expected to begin 
competing with other rein- 
surers in about two years, 
although when this happens 
will depend on legislation 
currently making slow prog- 
ress through Congress. 

Mr Paulo Cesar Pereira 
Reis, director of interna- 
tional operations, says the 
IRB is becoming more flexi- 
ble in negotiations with local 
insurers - although it 
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MANDATES* by Stephen FIdler 


Fees are deciding factor 


Banks are not 
being adequately 
compensated for 
risks in a volatile 
market 


retains absolute control over 
where risk is distributed 
overseas - and Is ready to 
face strong competition from 
big international reinsurers 
. after privatisation. 

"We will have to compete 
for business like anyone 
else, but we are leaner and 
more agile than we were in 
the past, and nobody under- 
stands Brazilian risk like we 
do,” he says. 

Deregulation may also 
open opportunities in work- 
place accident Insurance. 
This, however, depends cm 
the ftnrHng 0 f a pw g r n mwtt 
monopoly scheme, the INPS, 
which has strong support in 
Congress. 

In addition to these uncer- 
tainties. says Mr Marracdni 
at AGF, insurers also face a 
severe lade of market infor- 
mation: while figures for pre- 
mium volume are available, 
other data, such as the pro- 
portion of cars insured 
beyond the very basic legal 
minimum, are often matters 
of hearsay. 

Faced with the prospect of 
a rapidly wpamHwg market, 
however, many of the 
world's biggest insurers 
have already shown their 
willingness to confront diffi- 
culties such as these. 


Brazil's privatisation 
programme bit s had a mag- 
netic effect on Investment 
banks from Europe and the 
US. Between 1997 and 1999, 
an estimated $55bn of assets 
may be sold by Brazil’s fed- 
eral state and local govern- 
ments. 

The prospects of winning 
this business - and thereby 
of establishing a strong posi- 
tion in Brazil’s rapidly evolv- 
ing corporate landscape - 
has generated intense ccsn- 
petttion fo r m an da tes . 

So fierce has became the 
contest for business, that 
fees for underwriting busi- 
ness have fallen below even 
US levels. At such levels, 
many bankers argue hanks 
are not being adequately 
compensated for risks In a 
volatile market The fear is 
that low fees will be 
reflected in weak underwrit- 
ing commitments in the 
event of market shocks. 

For advisory business, a 
c ombinatio n of UK and US 
hunini hs« been a winning 
combination. With 70 per 
cent of the points awarded 


factor in most competition is 
the fees, which account for 
the remaining 80 per cent of 
the points. These have 
dropped from around l per 
emit in some early privatisa- 
tions through 05 per cent In 
the privatisation last year erf 
CRT. the telephone operator 
in Ko Grande do Sul, and 
0.25 per cent in the case of 
Cerj, the electricity distribu- 
tor of Rio de Janeiro. “Now 
people are winning man- 
dates with Dees of 0.15 per 
cent.” said Mr Roger Wright, 
of Banco de Investimentos 
Garantia in SSo Paula 

Advisory business, unlike 
underwriting, does not gen- 
erate financial risks. How- 
ever, underwriting fees have 
collapsed too - from levels 
flia* were considered low at 
the outset. 

Early underwriting man- 
dates set fees at levels 
between 2 and 2J5 per cent 
JP Morgan won a mandate 
for Cemig; the Miruy Gerais 
electricity utility, at 2.4 per 
cent. Bear Stearns won the 
mandate for Usiminas, the 
steel maker, at 2^5 pa- cent. 

Then Goldman Sachs 
emerged with a bid of 2.1 per 
cent fox the privatisation of 
Light, the electricity utility, 
which it justified to competi- 
tors by arguing that it is a 
US' market convention for 
utility companies to be 


for the technical quality of underwritten for lower fees 


the bid - according to the 
principles established by the 
National Development Bank 
(BNDES) - British expertise 
in utility privatisations has 
been usefuL 

Despite this, the decisive 


than industrial or financial 
companies. 

The spread fell further 
With CVRD, the State mining 
conglomerate, when Merrill 
Lynch and NM Rothschild 
won with a bid of L9 per 


cent That low fee was justi- 
fied .'by the winners as a 
blended spread, since it was 
partly a mergers and acquisi- 
tions transaction - such 
Hpaia commanding lower 
spreads than underwritings 
- flnfl partly a public share 
offering: 

A 4L7 per cent stake of 
voting shares was sold last 
month to a single consor- 
tium led by CSN, the Brazil- 
ian ste elmak er, while the 
rest of the government stake 
is scheduled to be sold by 
the end of the year through 

an iwfaw-natinww) and domes- 
tic offering. 

Subsequently, though, fees 
for pure underwritings fell 
below this leveL In January, 
four banks - SBC Warburg, 
JP Morgan, Lehman 
Brothers and Morgan Stan- 
ley - wan the mandate to 
place shares In Unibanco, for 
just 1.5 per cent of the 
amount raised. Since then. 
Credit Suisse First Boston 
bid only 1.15 per cent for the 
$30(hn-$400m initial public 
offering later this year of 
Petrobras, the oil and gas 
group. 

By comparison, a 6700m 
offering for the US rental car 
group Hertz was underwrit- 
ten for a fee of per cent. 

“Banks are looking at this 
market and deciding to buy 
market share.” said Mr 
Wright of Garantia. Many 
have established offices and 
other Infrastructure in Bra- 
zil and even razor-thin fees 
help to offset costs, he said. 

“You are now seeing debt 
fees for equity deals," said 
Ms Elena Landau, managing 


director at Bear Stearns in 
SSo Paulo. 

However, she said it was 
doubtful whether these 
helped to build a reputation 
with the government - since 
the rules governing the pn- 
^Sisation mandates left offi- 
cials with little discretion. 
Ms Landau, formerly with 
BNDES said the motivation 
appeared in part to be to 
climb up the league tables 
compiled by specialist publi- 
cations - and thereby help 
to build a franchise. In the 
bigger deals, sheer volume 
made up for narrow mar- 
gins, she said. 

Whatever the issues raised 
for foreign investment 
banks, the competition is 
sharper for their Brazilian 
counterparts. Mr Wright at 
Garantia said it was unlikely 
that all the current partici- 
pants could survive. 

However, like the US 
hanks - and inducti ng sp e- 
cialist firms such as KKR - 
Brazilian banks are looking 
to take equity stakes in com- 
panies, many of which are 
private. 

This development of pri- 
vate equity finance — which 
has been developing force- 
fully in the US - allows 
them the prospect of becom- 
ing the company's in-house 
investment banker. 

For example. Goldman 
Sachs's equity stake in the 
food processor Arisco seems 
to have secured it a mandate 
for a $150m eurobond issued 
by the company with gener- 
ous fees - compared with 
the privatisation issues - of 
l'/i per cent. 


MERGERS AND ACQUISITIONS* by Geoff Dyer 


Takeover fever builds up 


The number of 
acquisitions has 
risen from a mere 
58 in 1992 to 328 
last year 


Of all the industries in 
Brazil that have seen a 
strong advance over the past 
two years, few can have 
been more dramatically 
affected than the market far 
advising on mergers and 
acquisitions. 

In 1992, the accounting 
firm KPMG recorded 58 take- 
overs in Brazil. By 1996. that 
number had risen to 328. 
which represented a 53 per 
cent Increase on the previ- 
ous year. In the first quarter 
of this year the number of 
transactions rose from 65 in 
1996 to 105. 

These figures give an indi- 
cation of the rapid and deep 
restructuring that B razilian 
capitalism is undergoing. 
Foreign companies, which 
accounted for around half of 
the takeovers last year, have 
been playing an increasingly 
dominant role in this pro- 


gathered pace ever since. 
Parmalat, the Italian food 
company, has made 11 acqui- 
sitions in that period and the 
sector as a whole saw 38 
deals last year. 

In the automotive parts 
sector, which has also seen 
dr amatic chang e , the driving 
force has been the globalisa- 
tion of the industry. Multina- 
tional car producers in Bra- 
zil are now demanding 
cheaper and better quality 
parts which they can often 
obtain abroad, forcing many 
local companies to seek part- 
ners or go out of business. 

Meanwhile, in the banking 
sector, the reduction in infla- 
tion exposed the weakness of 
many local institutions. Up 
to 40 per cent of profits in 
the banking sector were 
made from the so-called float 
- the time lag between 
receiving and paying funds. 
When these earnings disap- 
peared, three of the coun- 
try’s largest private sector 
banks collapsed and were 
taken over: one of them, 
Bamerindus, by an interna- 
tional banking group, HSBC. 


Even in sectors where Bra- 
zilian companies have been 
playing a large role In the 
restructuring, such as 
cement where Votorantim 
has made several acquisi- 
tions, the impetus has come 
from foreign companies. 
Votorantim's purchases have 
maintained its market share 
In the face of aggressive 
expansion by Holderbank of 
Switzerland, France's 
Lafarge Coppee and Cimen- 
tos de Portugal. 

The pace of takeovers 
shows no signs of letting up. 
Mr Octavio Costello Branco, 
head of investment banking 
at JP Morgan in S&o Paulo, 
says: “There is sufficient 
room far restructuring that 
this trend could continue for 
five more years." 

Bankers predict that the 
pharmaceuticals industry 
will be the next to see a rash 
of deals after a new patent 
law went into operation last 
month. Smaller drugs com- 
panies will no longer be able 
to copy the solutions of 
larger producers and take 
short-cuts., on their own 


research and development. 

And, as Brazilians Lave 
come to realise that low 
inflation might be here to 
stay, they have begun to pay 
more attention to savings 
products, which has led to a 
number of takeovers and 
mergers In the insurance 
sector, as foreign companies 
try to obtain a share of the 
market. 

The biggest transfer of 
ownership, however, will 
result from the govern- 
ment’s privatisation pro- 
gramme. where assets of 
more than $50bn are expec- 
ted to be sold over the next 
three years. In the telecoms 
and energy sectors, this pro- 
cess will result in the cre- 
ation of up to 20 new and 
large private sector groups. 

Foreign companies will 
not be the only beneficiaries 
of this consolidation. Several 
Brazilian companies, such as 
steelmaker CSN and Voto- 
rantim. have taken advan- 
tage of the new environment 
to strengthen their domestic 
position and others are 
likely to follow. 


At the beginning of the 
1990s Brazil provided a very 
comfortable business envi- 
ronment for those compa- 
nies, domestic or foreign, 
which were already estab- 
lished. High tariffs and a 
myriad of complex regula- 
tions kept foreign imports at 
arm's length, while the gov- 
ernment and the large num- 
ber of state-owned corpora- 
tions provided lucrative 
business far companies with 
connections. Cost increases 
were automatically passed 
on to hapless consumers. 

However, in the past few 
years this situation has 
changed dramatically. The 
< macro-economic stabilisation 
of tiie economy - the combi- 
nation of inflation under 
control and steady growth - 
has altered the job of man- 
agement from reacting to 
price rises to p lanning for 
future expansion. Trade lib- 
eralisation has ushered in a 
flood of hi gher quality and 
cheaper foreign imports. 

The more competitive 
business environment has 
opened up many opportuni- 
ties for the larger Brazilian 
companies which, as a result 
of reduced political risk, can 
now access international 
capital markets. However, 

for grrmTlur crnnpy nlffig, many , 

of them family-owned, the j 
new conditions have forced i 
many into the hni^ ds of for- 
eign buyers. 

The food and drinks indus- 
try has been the sector most 
affected. The reduction in 
inflation resulted in a sharp 
rise in the purchasing power 
of less "well-off people. Multi- 
nationals have responded by 
buying new brands. Mean- 
while, the need to invest to 
take advantage of the 
growth potential has led to 
the sale of many local com- 
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FAMILY BUSINESSES « by Geoff Dyer 

Family-run 
companies in 
search of finance 


STOCK MAhivkig • by Jonathan Wheatley 


Foreign 

competition has 
forced small 
businesses to seek 
more capital 

The 1990s have not been an 
easy time for the family 
businesses that still domi- 
nate large sectors of the Bra- 
zilian economy. 

Family-controlled compa- 
nies, many founded by immi- 
grants in the post-war 
period, have been facing the 
sort of succession problems 
with which, any student of 
family capitalism will he 
familiar. 

This headache has been 
aggravated by the introduc- 
tion of foreign, competition, 
from imports now allowed 
into the country and from 
multinational corporations 
that have entered the mar- 
ket or significantly erpaw A 0 A 
their presence. 

The pressure has been too 
much for many of these com- 
panies. Mr Renato Bem- 
hoeft, a SSo Paulo consul- 
tant, estimates that more 
than 350 family businesses 
in Brazil were sold in each of 
the past two years, com- 
pared to only 52 sales in 
1990. In 1994, 280 of the big- 
gest 300 private companies 
in Brazil were family-con- 
trolled; by 1996 this number 
had fallen to 265. 

If anything, this process 
will accelerate. According to - 
Mr Denis Jtmgerman, a 
vice-president at investment 
bank JTP Morgan in S&o 
Paulo: “A lot of businesses 
were hoping that thing s 
would go back to the old 
ways. Now they realise they 
have to shape up." 

However, despite the num- 
ber of companies looking far 
a way to "shape up", very 
few have taken the option ctf 
raising fresh capital on the 
stock exchange. The number 
of companies registered with 
the Securities Commission 
(CVM) as having open share 


capital has increased from 
874 at the end of 1994 to 942. 
Yet officials say tb*t only a 
small number of these new 
companies are anfawHy listed 
on the stock exchange. 

For those companies 
which can access interna- 
tional capital markets, debt 
financing has been the pre- 
ferred tactic. During the 
decades of protected domes- 
tic markets. the large dynas- 
ties were able to accumulate 
sizeable cash piles. Faced 
with foreign competition 
they have chosen to leverage 
their balance sheets. For 
instance, the biggest family 
group in the country, Grupo 
Votorantim, is set to issue 
its first eurobond. 

"In a few years’ time there 
might be a move towards 
equity, hut in this first stage 
large Brazilian companies 
have opted for debt," says 
Mr Roger Wright, a director 
at Banco Garantia in Sao 
Paulo. 

Cost is also a factor. While 
debt is still not cheap for 
Brazilian companies, equity 
is even more expensive. 
Although the stock market 
has risen strongly this year, 
many companies stfll trade 
well below their book value. 

Banco de Bahia estimates 
that the cost of equity for 
leading Brazilian companies 
in dollar terms is 17.27 per 
cent, compared to 12.44 for 
debt. It is only natural that 
debt should be cheaper 
because of the lower risk 
involved. However, bankers 
say that while spreads have 
tightened in the debt market 
because of reduced political 
risk, equity responded more 
slowly. 

Rather *hap float, many 
family companies have pre- 
ferred to take on a foreign 
partner with know-how. Mr 
Bemhoeft says they often 
feel more comfortable with 
one or two partners, rather 
than having to dead with 
thousands of anonymous 
shareholders and being 
listed on a stock market 


dominated by a few large 

companies. 

According to Mr Junger- 
man, the benefits of a part- 
ner are exemplified in the 
case of Banco Geral de Cam- 
m&tdo, a retail bank which 
Is now majority-owned by 
Spain’s Banco Santander. A 
small institution that was 
stagnating under its former 
owner, construction giant 
Camargo Correa, Santander 
can bring the bank new tech- 
nology, more sophisticated 
products and international 
connections, he says. 

Cultural factors have also 
made companies reluctant to 
float. Brazilian entrepre- 
neurs have so far baulked at 
the loss of control and level 
of disclosure that a listing 
would involve. Ironically, 
many of them are immi- 
grants from Italy and Ger- 
many, two countries with 
strong e n tre pren eurial cul- 
tures but weak equity tradi- 
tions and which have both 
experienced the same debate 
about family control over 
the past decade. 

However, corporate finan- 
ciers believe that this trend - 
will change. The balance 
sheets of family companies 
will soon be folly leveraged, 
especially if growth acceler- 
ates above the 5 per cent 
leveL Moreover, the transi- 
tion to equity financing, 
they say, will be aided by 
the introduction of private 
equity funds in Brazil. 

In search of higher and 
diversified returns, foreign 
institutional investors have 
put an estimated $L5bn into 
new private equity funds in 
Brazil which fake temporary 
stakes in companies. A man- 
her of local institutions have 
Set up gimilnr funds. 

Bankers say that in many 
cases these investments 
could be considered the first 
step on the path towards a 
flotation. The funds will pro- 
fessionalise the management 
of the companies and ease 
them towards becoming a 
public company. 


The time has come, 
the analysts say 

Stock prices are 
still rising fast but 
the feeling is that 
the bull run must 
soon end 


Market commentators have 
been saying all . year that 
Brazilian stock prices cannot 
keep rising much longer. So 
far, the markets have proved 
them wrong. 

However, after five 
months of watching the 
apparently inexorable rise of 
the Sko Paulo Stock 
Exchange Index (Ibovespa) - 
up 60 per to the of 
May - analysts now insist 
that the time bag come, if 
not for a fall, then at least 
for levelling out. 

It has been a heady few 
months. The year got off to a 
tremendous start when the 
g o v er nment , in a remarkable 
piorw of political generalship, 
succeeded in persuading the 
unruly lower house of 
Congress to approve a 
constitutional amendment 
allowing the president, along 
with state governors and 
mayors, to run for a second 
consecutive four-year term 
in office. 

This was just what 
investors wanted. President 
Cardoso’s government, after 
its fine beginnings in the 
battle against inflation, ban 
disappointed many by its 
failure to push its politically 
sensitive reform programme 
through Congress. 

With the prospect of a 
second Cardoso 

administration now at hand, 
investors were wwiflflent the 
government would at last 
begin to make headway. 

It has not happened. 
Reforms that are essential to 
long-term economic stability 
continue to move at a snail's 
pace through the legislature, 
with no guarantee that they 
will emerge intact 

Nevertheless, the Ibovespa 
went on rising. One reason 
was optimism over priva- 
tisation, especially of 
telecommunications. 

Many observers had been 
surprised in December by 
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the successful sale of a 35 
per cent “str a tegic" stake in 
CRT, a telecoms operator 
controlled by the 
gover n ment of the southern 
state of Rio Grande do SuL A 
consortium including 
Telefbnica Interna clonal of 
Spain paid R$681 far the 
stake, 54J5 per cent more 
than the minimum price, 
beating off a rival 
consortium mfinrivnff stet of 

The need for 
progress on the 
reform 
programme 
is becoming 
ever more 
pressing 

Italy, which also bid well 
above the minimum. 

The sale was the first 
significant step in the 
privatisation of Brazil’s 
telecoms networks, a process 
eagerly awaited by portfolio 
investors. 

The fact that two big 
multinational operators, 
both with significant 
Interests elsewhere in Latin 
America, had put such a 
high value on a minority 
stake in a comparatively 
small (yi mpmiy was taken as 
an excellent amen. 

Telecoms has long been an 
important sector an Brazil’s 


stock markets. Shares in 
TelebrSs, the public sector 
holding company, regularly 
account for more tb aT * half 
of daily volume and have 45 
per cent weighting in the 
Ibovespa. Continued 
optimism over telecoms 
privatisation has been 
behind much of the recent 
gains: Telebr&s shares rose 
■by more than 20 per cent in 
May. 

At least as important, 
however, has been a 
migration of funds to stock 
markets away from fixed 
income investments 
following the steady 
reduction in domestic 
interest rates. 

•'B razilian investors are 
used to very high returns 

from faoil jnr«nma t and Hip X 
per cent a month now paid 
by savings accounts seems 
very little to them," says Mr 
Jorge Kotani of Lafls. a SSo 
Paolo firm of analysts. “The 
stock market can go up 1 per 
rmt in a day, and enough 
money has come in to keep 
those scat of gains going." 

The migration has been 
enormous. In the year up to 
the end of the first quarter, 
assets invested by Brazilian 
mutual funds grew tenfold to 
about RgiOba 

Many analysts agree that 
Telebrfis is now dose to its 
"correct" price and cannot 
rise much farther. Mr Kotani 
points out that many 
investors are looking beyond 
Telebr&s and other big 
privatisation stocks in 



President Cardoso: failed to push through reforms 


telecoms and the electricity 
industry to second tier 
stocks. 

Especially popular are 
stocks in companies that 
supply equipment to the 
telecoms and power 
industries. 

"Mutual fund managers 
have' so much money to 
invest that they need to keep 
buying,” he says, "but that 
has to run out of steam soon. 
From now on investors need 
to proceed with much more 
caution." 

Other analysts agree that 
the bull run is nearing its 
end and that the govern- 
ment’s failure to see its 
reforms through Congress 
must soon begin to worry 
investors. 

While the government 
struggles to gain control of 
public spending, growth in 
the cu rrent a reprint d efici t is 
ranging increasing concern. 

"The government argues 
that there is enough direct 
foreign investment coming 
in to cover the current 
account, and in the short to 
medium term it is correct," 


says Mr Paul Steele of Banco 
Geral de Comdrcio in Sao 
Paulo. "But the deficit is 
already dose to 4 per cent. 
That’s some way off 
Mexico's 7 per cent deficit 
before its currency crisis, 
but for investors whose 
horizon is two or three years 
ahead, it's starting to be a 
worry." 

The need for progress on 
reform is becoming ever 
more pressing in the 
approach to next year's 
presidential and 

congressional elections. 

Campaigning starts early 
in Brazil: a recent exchange 
of accusations of corruption 
between government and 
opposition politicians 
suggests it has already 
started. Once it really gets 
under way, politicians will 
make time for little else. 

Analysts admit they got it 
wrong earlier in the year, 
when many saw no reason 
for the mar kets' early gains 
to be sustained. For all that, 
they are no less insistent 
now: the bull run must run 
out of steam soon. 
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FUTURES • by Jonathan Wheatley 


Small victory 
for exchange 


The return of 
foreign investors 
will increase 
volume trading by 
up to 30 per cent 

When the central bank lifted 
restrictions on hedge 
operations by foreign inves- 
tors on Brazil’s futures mar- 
kets last month, officials at 
the Sao Paulo Commodities 
and Futures Exchange 
(BM&F) greeted it as a small 
victory in their long-running 
cam pai g n to remove all bar- 
riers to foreign capital 
“The government has 
made a timid first step 
towards puttin g us in a bet- 
ter position to compete with 
overseas exchanges.” says 
Mr Manoel Cintra, president 
of the BM&F. 

The central bank was 
almost certainly acting more 
because of worries over Bra- 
zil’s growing current 
account deficit than from 
concern for the well-being of 
futures markets. Last 
month's change lifted a ban 
on trade in derivatives by 
foreign investors. This ban 
was imposed in August 1995 
on the grounds that fluids 
entering the country 
through a channel known as 
Annex IV - used to grant 
tax-free access to stock 
exchanges - were being used 
to construct “boxed” hedge 
operations that amounted to 
fixed Income instruments. 

At the time, foreign capital 
was entering Brazil in enor- 
mous volumes to take 
advantage of its extremely 
high interest rates, putting 
pressure on the money sup- 
ply and threatening to derail 
the s tabilisa tion programme. 
Now, with interest rates 
much lower and speculative 
capital on the way out, the 
government needs to attract 
foreign funds to plug the 
current account gap. 

None of which diminishes 
the significance of the 
change to the BM&F. In its 
annual report for 1996, the 
exchange said the ban “was 
dramatically felt this year, 
resulting in a reduction in 
the number of customers 
and... in broker revenues." 
Mr Cintra says the return of 
foreign investors will 
increase volume trading by 
up to 30 per cent, though he 
makes no estimate of the 
amount of new capital that 
will be attracted. 

The BM&F began operat- 
ing in 1986. Its first decade 
has seen growth that 
brought it to the position of 
the world's third biggest 
futures exchange in 1995. 

Piqued officials at other 
markets have pointed out 
that the BM&F's ranking by 
contract volume, the stan- 
dard measure for futures 
and commodities exchanges, 
ignores the fact that its con- 
tracts are smaller than those 
on the big international mar- 
kets. This charge no longer 
sticks. The BM&F*a biggest 
volume contract, one-day 
interbank deposits, is now 
valued at RSIOO.OOO. The sec- 
ond biggest. US dollar 
futures, is valued at H$50,000 
and will rise to RSIOO.OOO in 
November. 

In spite of the Increases in 
contract value, the BM&F 
remained among the world's 
biggest exchanges last year, 
slipping Cram third to fourth. 

Although growth in finan- 
cial volume remained strong, 
last year was a difficult one 


for many futures traders. 
Economic stability and the 
loss of easy comings after 
the fall of high inflation 
proved too tough a test for 
some and the exchange 
bought back 15 trading 
licences from brokerages 
that either dosed or merged 

with others. 

The central bank closed 
down a further 14 broker- 
ages and two small banks 
involved in a corruption 
scandal involving alleged 
Illegal debt issues by state 
and municipal governments. 
The brokerages had used 
trades on the BM&F to hide 
profits from the scheme. 

"We don’t believe the scan- 
dal did any damage to the 
BM&F's credibility, because 
its credibility is entirely 
financial and that remains 
sound,” says Mr Paolo 
Novaes Villela. a director of 
Unidade. a Sao Paulo com- 
modities brokerage. “The 
more the central bank clears 
out those brokers who make 
their money from other 
activities, the better for the 
rest of us." 

The BM&F's financial 
solidity is its st ronge s t card 

11 years of the BM&F* 


Year 

Financial 

volume 

(US$000) 

1986 

19,335,613 

1987 

15.524,631 

1988 

29,870,651 

1980 

54,780,541 

1990 

39,318,713 

1991 

91,656,173 

1992 

226.802,681 

1993 

532,407,228 

1994 

1 ,576,807,459 

1995 

3,043.595,202 

1996 

4,743,904.462 

SoucttSMSF 


as it prepares for more open- 
ness to foreign capital. Last 
year its clearing system was 
the first in the world to be 
awarded an ISO 9002 certifi- 
cate. Mr Dorival AJves 
superintendent at the 
exchange, says the fact that 
the market began operating 
quite recently meant that it 
was able to incorporate 
sophisticated financial tech- 
nology from the start 

“We have made a very big 
investment that has hrought 
us fantastic returns in terms 
of international credibility, 
he says. “This is of crucial 
importance to us because 
foreign banks are always 
going to have doubts about 
fin a ncial security in develop- 
ing markets.” 

Investments in technology 
will continue. The exchange 
is about to build a new trad- 
ing floor, three times larger 
■than the easting one which 
has become too crowded. 

Although the government 
has moved forward only 
very cautiously in granting 
'access to foreign investors. 
BM&F officials are con- 
vinced that further deregu- 
lation will come. The 
exchange has an office in 
New York and has begun 
discussions with Brazil’s 
partners in the Mercosur 
trading bloc on standards for 
agricultural contracts. 

“Although there is very 
little foreign investors can 
do here at present, we are 
exchanging visits with them 
as if Brazil were already 
completely open,” says Mr 
Cintra. “The government is 
giving clear signals that it is 
moving towards more open- 
ness and we need to invest 
in that before it happens.” 
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INT fctfitATlOHAL BONDS * by Jonathan Wheatley 


Warmer international 
reception for paper 


Banks have been 
able to lower 
their spreads 
steadily over the 
past four years 

Economic, stability has 
brought a warmer reception 
for Brazilian debt on interna- 
tional capital markets and 
allowed more companies to 
tap a growing demand for 
higher-yielding paper. A sim- 
ilar trend is opening new 
opportunities for corporate 
borrowers on domestic mar- 


Perception of the “Brazil 
risk” is faffing, albeit slowly: 
Standard and Poor’s recently 
upgraded Brazil to BB minus 
from B plus, although both it 
and Moody’s have stopped 
short of granting an invest- 
ment-grade rating. 

Easier access to the euro- 
bond market is reflected in 
the evolution of average 
spreads above US Treasuries 
achieved by borrowers from 
the finanraiii and non- finan- 
cial sectors. 

Banks have been able to 
lower their spreads steadily 
over the past four years: 
they are familiar figures on 


international markets and 
their perceived risk has 
fallen in line with that of the 
country. 

For big borrowers in the 
non-flnancial sector, it is a 
similar story. Issuers 
well-known to eurobond 
markets, such as KlabiA, the 
paper and pulp group, and 
Globopar, the investment 
arm of the Globo media 
empire, have seen a steady 
fall in spreads. 

For the oon-financial sec- 
tor as a whole, however, the 
fall In spreads has been 
more erratic as new compa- 
nies have come to the mar- 
ket, paying higher spreads 
than their well-established 
peers. 

“Foreign investors discov- 
ered Brazil only recently.” 
says Mr Paulo Henrique 
Rocha of Bozano Simonsen. 
an investment bank. “Their 
perception of the Brazil risk 
is much better and there is a 
big demand for Brazilian 
bonds at all levels. Lenders 
are prepared to take on 
smaller issues from sm aller 
companies.” 

Spreads for well-known 
borrowers have fallen to 
such an extent, Mr Rocha 
says, that many investors 


feel the extra yield over US 
papers is hardly worth the 
risk: they are more inclined 
to go for the bigger returns 
offered by smaller issuers. 

in the early days of the 
Seal Plan, Brazilian 
borrowed heavily overseas to 
take advantage of generous' 
arbitrage opportunities 
offered by very high domes- 
tic interest rates. As the rate 
of capital inflows threatened 
to undermine the govern- 
ment's monetary policies, 
the central bank imposed 
restrictions on this kind of 
borrowing. 

Now that interest rates 
have faUpn a nd arbitrage is 
less attractive, analysts say 
the central bank may lift its 
restrictions in a bid to 
attract more short-term capi- 
tal needed to finance the cur- 
rent account deficit. 

Non-Onanclal borr o wers, 
who in the past used euro- 
bond issues primarily to 
retire expensive domestic 
debt, are now more likely to 
use borrowings on produc- 
tive investments. 

“Lenders are very recep- 
tive to issues from compa- 
nies wishing to expand la 
promising areas,” says Mr 
Rocha. “Telecoms, electricity 


and other areas of infra- 
structure are all doing well. 
Investors who specialise in 
these areas are altering the 
market for Brazilian debt for 
the first Ume.” 

While International mar- 
kets are becoming more 
receptive, Brazilian borrow- 
ers are unlikely to see 
spreads foil Tr mrh further in 
the medium term. 

Brazil’s risk is now compa- 
rable to that of Argentina. 
Chile and Mexico, and ana- 
lysts say It will tend to level 
out as investors take 
account of the government's 
political difficulties in imple- 
menting its reform pro- 
gramme. 

Nevertheless, eurobond 
markets will continue to be 
the main source of capital 
for many companies. Brazil’s 
stock markets are making 
every effort to persuade 
more companies of the bene- 
fits of share issues but while 
the number of issues has 
increased in the past three 
years, progress is very slow. 
Many Brazilian companies 
r emain culturally disinclined 
to share control. 

Domestic bonds, however, 
are likely to become a more 
alternative attractive. The 
federal government has led 
the way with a series of new 
domestic papers aimed at 
plugging the gap between its 
long-term international bor- 
rowing and mostly 
short-term domestic debt. 


Public sector domestic bond 
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Brazilian eurobond Issues 


Hiuneial Non-flnandal Government 

sector sector 

1991 2nd half 

728 

578 

475 

1992 1st hafil 

543 

551 



568 

475 


1993 1st half 

815 

686 

525 

2nd half 

462 

486 


1994 1st half 

407 

412 

468 


389 

501 


1995 1st half 

395 

270 

450 

2nd half 

387 

389 

325 

1995 1st half 

387 

455 

208 

2nd half 

314 

454 

332 


Sousa: 
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The longest maturity of 
any domestic paper is 36 
months on a floating-rate 
Treasury note launched last 
September; the longest fixed- 
rate paper has a maturity of 
just 12 months. 

This, however, is a consid- 


erable advance on the 304ay 
maturities offered until the 
early months of the Real 
Flan. The Treasury is now 
contemplating a five-year 
paper linked to interest rates 
and a 15-year paper linked to 
consumer price infla tion. 
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